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AN AMERICAN RENAISSANCE 


NEW CONQUESTS IN SOCIAL AND ECONOMIC PROGRESS 


LL eyes are focussed on Washington 
with mingled hopes and misgivings. 
Certain strains of the American 
population lav all the ills of 
this economic plague at the doorsteps of 
the Republican brand of “privilege”? and 
‘“maladministration.”” Thev are trustful of 
some superior wisdom and magic, supposed 
to inhere in the Democratic faith, which 
shall enable this distressed nation to lift 
itself from the mire by its own bootstraps. 
Other segments of the voting population 
are fearful that the Roosevelt captaincy, 
intoxicated by the sense of victory and 
power, is likely to jibe sails in the face of 
treacherous winds and head the leaky old 
boat of state straight for the breakers. 

It is a safe prediction that neither of 
these expectations will come to pass. In 
troublous times like these it is well to let 
our thoughts fly back to the rugged, grim- 
faced pilgrim fathers who first landed on 
the tip of Cape Cod and then established 
their rough abodes on the rocky coast of 
Plymouth, undaunted by hostile environs 
and the task of wresting their livelihood 
from virgin soil. The men were sublime 
of faith, taut of muscle, keyed to perils and 
hard labor. Their women craved no lux- 
uries or flounces and were innocent of motor 
cars, vacuum cleaners and other accessories 
of this enlightened age. They accepted 
and did not quail at hardship, exposure, 
pain or peril. 

It is for the lack of this pilgrim or pioneer 


spirit that the American people, surrounded 
with all the agencies and potentialities of 
material abundance to a superlative de- 
gree, are vainly wallowing in the mire and 
chaos of their own making. They chase 
after preposterous expedients and allow 
themselves to be led up blind alleys, all 
because they fail to accept the age-old 
truism that this is a period of retribution 
from economic and social excesses; that the 
most precious and unfluctuating coinage of 
the realm is to patiently translate crisis 
and reverse into refinements of moral, of 
economic and social progress. The people 
of this country and throughout the world 
are being tested as never before—not for 
defeat—but for greater achievements and 
human progress. 

The American people will look in vain 
for succor from their present plight by rea- 
son of any political prescriptions or claims 
of superior wisdom in platforms or legisla- 
tive machinery. There can be no escape 
by virtue of dignified, high-hatted or high- 
browed councils at Washington. The ans- 
wer must and will come by patient reliance 
upon such intangibles as inborn faith, in- 
cessant urge toward more enlightened stand- 
ards of social and economic justice, ranging 
through the whole gamut from the captains 
of industry and finance down to the hum- 
blest laborer. There is always the rebound 
such as comes after awakening from bad 
dreams or nightmares to find the sun still 
shining, that Nature again acquires verdant 
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hue after the dreary barrenness of winter, 
that there is a resistless tide in human 
affairs which sweeps—not downward—but 
always upward. 

Americanism is not at the parting of the 
ways. It is at the threshold of a renaissance 
of that spirit which conquered this conti- 
nent, which has plowed through wilderness, 
fought through obstacles and dangers far 
greater than those encountered today. Revo- 
lutionary and destructive seeds will not 
find root in American soil. Labor and capi- 

tal will not engage in struggle of death. 
Rights of honestly acquired property will 
not be expatriated. The processes of finance 
and banking, of production and distribu- 
tion will be restored and acquire greater 
poise and stability. Ruthless competition 
will yield to riper fruits of service and en- 
lightened cooperation. Although hidden and 
seemingly adjourned, the forces of recuper- 
ation and recovery are at work at this 
minute, making for a higher grade of social 
justice and economic peace. 


WHAT MAY BE EXPECTED FROM 
THE ROOSEVELT REGIME 


HILE grim clouds of depression con- 
tinue to obscure the horizon and un- 


certainty as well as apprehension 
gripping all business, there are questions on 
many lips, on the eve of the inauguration at 
Washington, as to how Roosevelt will meet 
the ominous and weighty problems that 
confront him as he assumes leadership of 
the nation. How will he interpret into ac- 
tion his slogans for a ‘‘New Deal” and pre- 
scribe for the ‘‘Forgotten Man?’ Will he 
give countenance to revolutionary political 
creeds affecting distribution of wealth, re- 
lations between labor and capital, the func- 
tioning of corporate enterprise and of 
finance? Will he lend support or firmly 
resist a threatening orgy of inflationary and 
fiat schemes which seriously affect our mone- 
tary standards and the employment of 
credit ? Will the new Democratic President, 
in short, endeavor to introduce a new liber- 
alism of social experimentation in American 
Government, or seek to salvage the best 
traditions of conservatism in administra- 
tive as well as legislative affairs ? 

These questions acquire supreme im- 
portance, not only because of seemingly 
epochal changes suggested by tragic experi- 
ence with present economic and _ social 
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structures, but also because the personality 
and convictions of the next President are 
bound to exert a powerful influence with 
overwhelming Democratic majorities be- 
hind him in both houses of Congress, ap- 
parently ready and eager to charge Democ- 
racy with a bolder crusading spirit of poli- 
tical adventure. 

Summing up his public career, his cam- 
paign utterances and such sidelights as may 
have been derived on his movements since 
the election, the fact remains that Franklin 
Roosevelt is somewhat of an enigma as he 
prepares to take the oath of office. It may 
be that he will surprise many of the more 
radical “‘left’” members of his party by his 
native sense of caution and an unwillingness 
to “rock the boat’’ as he comes face to face 
with the heavy responsibilities of his office. 
Of this the nation may be assured, that he 
has an unconquerable optimism, a profound 
sympathy for his fellowmen, especially 
those in want and distress, and moreover a 
keen judgment of fairness. 

The President-elect has made it clear 
that his first job wiil be to tackle the prob- 
lem of depression, particularly as affecting 
unemployment, relief for farmers and hard- 
pressed debtors and to foster measures 
aimed at the restoration of confidence and 
business. Long range programs will nec- 
essarily be held in abeyance in order to 
concentrate on emergency problems. That 
is the prime objective of his invitation to 
the Governors of all states, Democratic 
and Republican alike, to join him in an 
informal conference at the White House on 
March 6th. It may be accepted that the 
new President will continue and seek to 
broaden the relief agencies provided by the 
Reconstruction Finance Corporation; that 
he will encourage moratoriums on mortgage 
foreclosures, lowering of the rate of interest 
burdens, and impress upon the Governors 
the need of cutting public expenses. 

In his selection of Cabinet members, 
consultations with political leaders and 
with foreign diplomats, the President-elect 
gives evidence of a most commendable de- 
termination to enlist the best possible co- 
operation at home and abroad in attacking 
the broader problems that confront the new 
Administration. The naming of William H. 
Woodin as Secretary of the Treasury is 
indicative of a purpose to adhere to sound 
monetary and gold standard policies. 
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ADMINISTRATIVE AND LEGISLA- 
TIVE PROGRAM 


NE of the first acts of the President- 
elect will be to convene Congress in 
special session and to press more 

urgent emergency relief measures. It would 
doubtless hearten business and the country 
as a whole to have assurance from the 
new Executive that he opposes resort to 
dangerous and wild-eyed inflationary ex- 
pedients of the type with which the “lame 
duck” session of Congress has been bom- 
barded. Significant in that respect is a 
recent statement from Mr. Roosevelt: 

““As President of the United States, I shall 
do my utmost to restore. the balance of our 
economic interests and to simplify and vitalize 
our political institutions, so that as changes 
come they may be effected without injury to 
the proper rights of any individual and with- 
out conflict with the spirit of American 
institutions.” 

Prospective arrival of Prime Minister 
Ramsay MacDonald as head of the British 
commission to negotiate war debt settle- 
ment plans, will enable the new President 
to make clear the attitude of his adminis- 
tration on the debt problem, which is ex- 
pected to be one of bargaining with the re- 
spective debtor negotiations for trade, tariff 
and other concessions in return for modifi- 
cation of claims. Assuming that the present 
session of Congress will fail to pass im- 
portant pending bills, the extra session 
will be called upon to give early attention 
to such matters as bankruptcy reform, farm 
relief, taxes, tariff, bank reform and amend- 
ing the anti-trust law. Immediate atten- 
tion will also be given to drastic economies 
in expenses of government and tax bills to 
meet government deficits which threaten to 
total two billions of dollars at the close of 
the current fiscal year on June 30. It is 
understood that the President-elect op- 
poses a sales tax but favors a beer tax and 
increase in lower brackets of the income tax. 
He is also credited with favoring the em- 
ployment of taxes as a means of wider dis- 
tribution of wealth. As to banking re- 
vision, Mr. Roosevelt is quoted as favoring 
limited branch banking expansion, divorce 
of investment affiliates from commercial 
banking and government agency to 
ee payment to depositors of closed 
JANKS, 
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TRIBUTE TO HERBERT HOOVER 


MERICAN history will record the 
past four years of the Hoover Ad- 

ministration as attended by the 
nation’s dizziest flight to extremes of arti- 
ficially conjured prosperity and of cataclys- 
mic descent into valleys of business reverse 
and utterly unreasonable destruction of 
values. At this day the public estimate of 
Herbert Hoover’s services to the nation 
during this hectic period is unfortunately 
obscured by partisan bias and bigotry, not 
to mention the habitual fickleness of the 
masses which has so often and so ill- 
rewarded our greatest Presidents since the 
founding of the Republic. Four years ago 
President Hoover was_ enthusiastically 
hailed as a figure of almost superhuman 
tvpe, as the apostle of a “New American 
Experiment.” Today, his smiling successor 
is greeted as the exponent of ““A New Deal” 
and as a leader who will show the way back 
to the land of Canaan. Only the coming 
years can tell which was the more n a ly 
attuned to American institutions and 
destiny. 

It was not the fault of the man who took 
the oath at Washington four years ago that 
he failed to foresee and stem in time the 
oncoming avalanche and that since then 
he has not succeeded in bringing American 
business and the public mind back to poise 
and normal relationship. It is now well 
known among Herbert Hoover’s confidants 
that he frequently expressed fears and pre- 
monitions as to the ultimate consequences 
of heedless speculation long before the de- 
bacle on the Stock Exchange. His cautions 
were unheeded and his efforts to put on 
the brakes were nullified because the 
people were crazed with visions of un- 
dreamed wealth and in no mood to pay 
attention to wise counsel. It is no fault of 
the man who now retires to private life, 
that his plans for restoration and recovery, 
both in domestic and international affairs, 
have not been completely effective. In 
both cases President Hoover battled with 
an undisciplined and ungovernable public 
psychology, upon which chiefly must be 
placed the blame. 

If the Roosevelt Administration is far- 
visioned and not captivated by the de- 
mands of the bleachers, it will continue in 
force and follow through the economic 
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plans, the good faith to truly American 
principles, which Herbert Hoover has set 
in motion not only for emergency relief, 
but also for more enduring development of 
the genius and riches of this nation. While 
public opinion at this stage may be divided 
as to the abilities, mental astuteness and 
vigor of President Hoover as the nation’s 
Executive, it entertains no such doubts as 
to the personal integrity, the high sense of 
honor and devotion to his office, which 
animated Herbert Hoover as a man. His 
entire career, rise from poverty, achieve- 
ments in private life and his emergence in 
times of great national distress and need, 
all proved him worthy of the most respon- 
sible office within the gift of the electorate. 
The events of the past four years have shown 
him neither incapable nor unworthy. It 
is more nearly true that politicians, think- 
ing of strategy rather than public good, and 
that the people obsessed with alternating 
currents of avarice and despair, failed their 
leader. Another serious handicap was that 
President Hoover confronted, especially 
during the past two years, a politically re- 
calcitrant Congress, dominated by sectional 
rather than national interests. 
fo ae 


PERILS OF INFLATION 


OL. LEONARD AYRES directs at- 
tention to the dangers of inflationary 
measures advocated at Washington. 
He says: “‘Cheap money is being advocated 
at Washington and discussed throughout 
the nation, as it was during the free silver 
campaigns in the depression of the 90s 
nearly 40 years ago, and in the greenback 
campaign in the depression of the 70s nearly 
60 vears ago. More than a score of bills em- 
bodying projects for inflation are before the 
Congess, and numerous others are in pre- 
paration. In this respect the developments 
of this depression are running true to his- 
torical precedent. 

“The impulse behind the movement is 
simple and natural. It is that nearly all of us 
have less money than we did have two or 
three years ago and so it is easy for us to 
conclude that if the government should 
create a substantial amount of new money, 
and put it into circulation, we should all be 
better off. Moreover, we remember that 
during the war the government did cause a 
large expansion in the amount of money, 
and we know that we then had a period of 
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sustained business prosperity. History tells 
us that the same developments took place 
during earlier wars. 

“The fiscal history of nations furnishes an 
abundance of testimony justifying fears 
about the results of money inflation. Dur- 
ing the Napoleonic wars both France and 
Austria issued paper money to meet the 
costs of government, and increased the 
amounts in circulation until the paper notes 
could not be redeemed in metal money, and 
then continued to print still more until the 
notes became valueless. In our own Revo- 
lutionary War a similar policy was followed 
until the paper money of the Continental 
Congress fell so low in esteem that things 
considered worthless came to be referred to 
as not worth a continental. The paper 
money of the Confederacy suffered a like 
fate in the Civil War, and the greenbacks 
of the Federal government fell in value until 
a dollar bill was worth only 35 cents in gold. 


“During the World War and following its 
close nearly all the belligerent nations spent 
money faster than they could raise it by 
taxation and borrowing, and printed ad- 
tional paper money to make up the differ- 
ence. In some countries the paper money 
became valueless, or nearly so. Among 
them were Russia, Germany, Austria, Hun- 
gary, Poland, Bulgaria, and Roumania. In 
a long list of others the depreciation of 
values was extreme, but not complete. 
Among those in which the exchange value 
of the money fell to less than one-fifth of its 
par value were France, Belgium, Greece, 
Italy, Portugal, and Yugoslavia. In all 
these countries inflation had the effect of 
rewarding speculation and penalizing thrift. 
It was born of unbalanced governmental 
budgets, and it fostered public and private 
extravagance as it grew. 


“There is a fundamental difference be- 
tween these historic instances of monetary 
inflation and the proposals we are now dis- 
cussing in this country. It is that in all the 
cases cited the nations adopted inflation un- 
willingly and through compulsion, while we 
are discussing it as a policy that might be en- 
tered upon voluntarily in the hope that it 
might stimulate business activity. Such an 
undertaking would be an entirely novel ex- 
periment, for never in history has a nation 
voluntarily debased its currency to test 
whether or not the change would result in 
trade expansion and business stimulation.” 
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RESPONSIBILITIES OF TRUSTEES 
IN TAKING OVER PROPERTY 
FROM EXECUTOR 


NE of our subscribers has suggested 
an interesting question as to the 
proper procedure for a trustee who 

takes over from an executor a trust estate, 
and which shows the importance of proper 
valuation and appraisals of securities at the 
time of acceptance by trustees. He states 
that he found decisions which surcharge 
the trustee with a loss when the trustee, 
upon adjudication of the executor’s ac- 
count, has failed to file exceptions to the 
account and as a result has taken over 
assets at the values stated in the original 
inventory and appraisal. The danger in 
this practice is that although the original 
appraisal may have been correct, the value 
of the securities and the property may have 
depreciated while they were still in the hands 
of the executor. The decisions differ as to 
the liability of a trustee who in good faith 
takes over security or property from an 
executor at the value of the appraisal, but 
the general rule seems to be that a trustee, 
for his own protection, should see to it that 
when he receives the property the value is 
to be properly determined at that time for 
the purposes of the trust estate. 

The leading case on the general question 
is Villard vs. Villard, 219 New York 482. 
In this case, a will authorized the execu- 
tors and trustees to retain investments made 
by the testator. The executors made sales 
and reinvestments and later turned over 
all securities to the trustee. The trustee 
did not ascertain which securities had been 
held by the testator and which had been 
purchased by the executors. The invest- 
ments made by the executors were not legal. 
The trustee was held liable for taking over 
such unauthorized investments and also 
for neglecting to sell them when proper 
inquiry would have disclosed that they 
should have been sold. Although this de- 
cision seems to indicate that the trustee 
should not have taken over from the execu- 
tor the unauthorized investment, there can 
be no doubt that the fault is not in the tak- 
ing over of such securities, but in holding 
them as investments. 

Although there are differences among the 
decisions, the general rule seems to be if 
the investments which come into the hands 
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of a successor trustee are illegal he must 
sell and reinvest, especially if he has re- 
ceived the securities from an executor or 
an administrator. Here again the courts 
are liberal in applying the rules of good 
faith and the exercise of ordinary care and 
prudence. Although a successor trustee may 
not be justified in relying on the judgment 
of his predecessor, he is allowed a reason- 
able time in which to investigate the in- 
vestments and to make such changes as 
may be necessary. When the executor and 
trustee are not the same, it is the better 
practice for the trustee to accept the 
securities at the then existing value rather 
than the values shown in the original in- 
ventory. 

It may be added that it is the general 
practice of trust companies, even where 
they are named both as executor and as 
trustee of an estate, to have the proper 
inventories and appraisals made of their 
work as executor and for tax purposes, and 
when, later, they take over the assets of the 
estate as trustees, to fix the values of the 
property at that date, thus differentiating 
their duties as executors and trustees and 
setting up their accounts for each office. 


oo ¢ 


INTEREST ALLOWED ON TRUST 
FUNDS 


BILL has been introduced in the New 
York Legislature which seeks to 

relieve trust companies from manda- 
tory provisions of a sub-division of the state 
banking law which prescribes a rate of 2 
per cent interest to be paid on any sums of 
money not less than $100 received or col- 
lected by a trust company, serving in any 
fiduciary capacity, or as a depository of 
moneys paid under court appointment. 
The amendment would provide that ‘“‘in- 
terest paid in trust accounts by trust com- 
panies shall be from time to time prescribed 
by the superintendent of banks. The argu- 
ment in favor of this amendment is that 
trust companies are confronted with diffi- 
culty in paying the prescribed rate of inter- 
est with prevailing low money rates and 
in view of the fact that rates of interest on 
demand deposits in New York are now 
down to the record low rate of one-quarter 
per cent and one-half per cent on time de- 
posits other than thrift accounts. 
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WAR RISK INSURANCE AND 
INHERITANCE TAXES 

NUMBER of important questions as 
to Federal Estate taxes upon the 

beneficiaries of war risk insurance 
policies have arisen. The Federal Tax de- 
partment has ruled that the proceeds of a 
war risk policy are exempt from inheritance 
taxes when the proceeds of the policies are 
paid to direct heirs, but that they are subject 
to a tax when paid to a collateral relative. 

The opinion of the attorney general in 
the estate of Racey recently handed down 
is of importance. Racey was killed in 
France leaving a War Risk Insurance 
policy for $10,000, payable to his mother 
in monthly installments. The mother died 
in 1930 and the unpaid installments 
amounted to $5,400. The administrator of 
the estate contended that the balance due 
was payable to a brother of the decedent 
and that there was no collateral inheritance 
tax payable on this balance for the reason 
that the brother inherited from his mother 
rather than from his brother. 

The attorney general ruled that in the 
present case, where the mother was named 
as beneficiary, there would, of course, be no 
tax on the amount actually paid to her, since 
she was not a collateral. As to the balance, 
the case of Woodworth vs. Tepter, 152 Md. 
332, would appear to be in point. In that 
case, a veteran died in 1920, leaving a policy 
payable to his mother in monthly install- 
ments, which were paid to her until her 
death on August 31, 1924. The Veterans’ 
Bureau paid the unpaid balance to the 
administrators of his estate, and this balance 
was claimed by legatees under the will of 
the mother. This claim was opposed by a 
brother of the deceased veteran, who 
claimed a right to share in the fund as next 
of kin of the deceased veteran. The Court 
held that under the Federal law, the balance 
was payable to the estate of the deceased 
veteran, but that since the mother was the 
next of kin of the decedent at the time of 
his death, she acquired a vested right to 
his estate, which was not affected by the 
fact that she died before the estate was 
administered, or that she was the recipient, 
during her life, of payments under the policy. 
The fund therefore passed to the legatees 
under the mother’s will. 

“In view of this decision,” said the at- 
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torney general, ‘‘I am of the opinion that 
the administrator of the deceased veteran, 
in the present case, should pay the fund in 
question to the administrators or executors 
of the mother. If she left no will, and the 
brother of the deceased veteran is in fact 
the sole next of kin of the mother, as deter- 
mined by the law of Maryland at the time 
of her death, then there is no tax payable 
by her administrators since he is not a 
collateral.”’ 
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SAFETY OF TRUST FUNDS DURING 
DEPRESSION 


HE substance of the survey appearing 
in the January, 1933, issue of Trust 

CompaANiEs showing from official 
sources of state banking supervisors that 
trust funds administered by trust com- 
panies and banks throughout the country 
have been safeguarded against loss attribut- 
able to bank failures, malfeasance or deliber- 
ate mismanagement, is being freely em- 
ployed in newspaper advertisements and 
other literature put out by trust companies 
and banks. The exhibit is unquestionably 
impressive in demonstrating the integrity of 
trust service, especially during such times 
as the present. 

Reports were embraced in this survey 
from the banking supervisors of all of the 
48 states respecting the record of trust com- 
panies and state banks and from the office 
of the Comptroller of the Currency, show- 
ing immunity of trust departments of 
national banks from loss, except such as 
incurred by uncontrollable market deprecia- 
tion of values. The following statement 
relating to the trust companies of the Dis- 
trict of Columbia, from F. G. Awalt, Acting 
Comptroller of the Currency, was received 
too late to include in the national survey 
and shows a “‘clean slate’’ for the trust com- 
panies of the District of Columbia also: 

“In response to your recent letter relative 
to your survey of the integrity of trust assets 
of trust companies and of national banks under 
administration in 1932, and asking to be 
advised as to the record of trust companies 
located in the District of Columbia, you are 
advised that no failures of trust companies nor 
of national banks engaged in the administra- 
tion of trusts have occurred and the District 
of Columbia’s notable record of having a clean 
slate in this respect continues unimpaired.” 
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SAVING TAXES THROUGH 
REVOCABLE TRUSTS 


N the past few months several deci- 
sions have been rendered by lower 
federal courts construing the pro- 
visions of the income tax law relating to 
taxation of income from revocable trusts. 
These decisions, according to recent com- 
ment in Estate and Tax News, published by 
the Fidelity Trust Company of Pittsburgh, 
make it clear that income from a revocable 
trust is taxable to the grantor only where 
the grantor has at any time during the taxable 
year the power to revest in himself title to 
any part of the corpus of the trust, unless, 
of course, the grantor receives the benefits 
of the income of the trust, or uses the income 
for the purpose of paying premiums on 
policies on his own life, other than policies 
irrevocably payable for charitable purposes. 
A recent decision of the U. S. Court of 
Claims on the subject of taxation of income 
from revocable trusts states that a person 
who creates a trust for the benefit of others, 
and provides in the trust agreement that he 
shall not have the power at any time during 
the taxable year, within the meaning of the 
revenue laws of the United States, to revest 
in himself title to any part of the corpus of 
the trust except upon written notice de- 
livered to the trustee during the preceding 
taxable year, is not required himself to pay 
the income tax on the income from the trust 
so long as the notice required by the trust 
agreement is not given. It is not essential, 
therefore, that a permanently irrevocable 
trust be created in dividing the ownership of 
property among members of the family, 
for the purpose of reducing the family’s 
income taxes. 
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LIABILITY OF TRUSTEE UNDER 
BOND ISSUE 


TRUSTEE under a bond issue is not 
a guarantor of the security, according 

to a recent decision by the Supreme 
Court of Appeals of West Virginia in 
Thayer vs. South Side Foundry & Machine 
Works, reported in 163 S. E. Rep. 821. 
A bank, acting as trustee under a bond 
issue, certified each bond as one of the series 
of bonds ‘‘mentioned and described in the 
indenture of trust within referred to.” The 
bonds which were certified by the bank 
were advertised by the corporation issuing 


the bonds as “‘First Mortgage Bonds.”’ As 
a matter of fact there were outstanding 
prior mortgage bonds in the amount of 
thirty-one thousand dollars. A holder of 
some of the bonds sought to hold the bank 
liable as trustee by reason of the misrepre- 
sentations of the corporation. 

The Supreme Court of Appeals decided 
that the bank as trustee was not liable. 
The deed of trust was recorded and any 
purchaser of the bonds must be considered 
to have purchased them with full knowledge 
of all information disclosed by the deed. 
Although the trustee was not liable, banks 
acting as trustees should be careful not to 
lend their names to a transaction which is 
not clear upon its face. 
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INVESTMENTS UNDER LIVING 
TRUSTS 


EN RECENT decision by the Supreme 
Court of New York in the case of 
Chemical Bank and Trust Company vs. 
Reynaud, liberal rules are applied to the in- 
vestments by trustees of living trusts. 
Where living trusts are created, the settlor 
of the trust usually provides in the trust 
agreement for the powers of the trustee in 
relation to investments of the trust funds. 
Ordinarily, the trustee is not limited to so- 
called legal investments. When, therefore, 
the trust indenture gives the trustee liberal 
discretion concerning investments and rein- 
vestments, and there are no strict provi- 
sions as to the type of investments, the 
trustee is not only permitted to hold the 
securities which have been delivered to it, 
but also to exercise a liberal discretion with 
respect to sales and reinvestment, and this 
is particularly true when the settlor of the 
trust delivers to the trustee investments 
which do not belong to the legal class. 

It is also true that having received secu- 
rities from the settlor of the trust, the trus- 
tee may continue to hold the same, using 
ordinary care and prudence, and to carry 
the securities through reorganizations of the 
corporations represented by them and ac- 
cept new securities in place thereof. The 
recent decision of the Supreme Court of 
New York, upon the above general facts, 
holds that the trustee in such case is not 
liable for a loss resulting from the invest- 
ments unless it can be shown that the trus- 
tee was guilty of negligence. 
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TRAYLOR ON FEDERALIZATION 
AND BRANCH BANKING 

NE of Chicago’s leading bankers, 

whose judgment carries exceptional 

weight at this time because of his 
eminence in Democratic council, is Melvin 
A. Traylor, chairman of the First National 
Bank of Chicago. Quoting from his state- 
ment before the hearings conducted by a 
subcommittee of the Committee on Bank- 
ing and Currency of the Senate: 

“T recognize the tendency of much mod- 
ern thinking today is toward consolidation 
and federalization of many of our activities. 
The public good may be best served in that 
way for certain activities, but I cannot sub- 
scribe to the theory that to put the credit 
facilities of this country completely under 
the domination and supervision of the Fed- 
eral Government, would, first of all, effect 
the cure desired, or secondly, would not lead 
us into political and economic difficulties 
which we would have great difficulty in sur- 
mounting. I believe in the independent unit 
system of banking which this country has 
always enjoyed. My conviction is that if 
we were to nationalize—which politically 
I think is impossible—our banking struc- 
ture, that the extension of branch banking 
would be inevitable and that the inevitable 
development of that system would be, per- 
haps not in our time, but in due course, a 
very small number of large units which 
would control completely the credit facili- 
ties of this country, which I think would be 
extremely unfortunate.” 
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OPPOSITION TO SURETY BONDS 
ON STATE DEPOSITS 
HERE is growing opposition among 
T bankers against the policy of requir- 
ing banks and trust companies to 
furnish surety bonds against state deposits. 
This sentiment was expressed recently in a 
statement issued by President Orie R. 
Kelly of the County Trust Company of New 
York, and of which former Governor Alfred 
Smith is chairman of the board. 

Mr. Kelly submits four reasons for aboli- 
tion of surety bond guarantees on state 
deposits. The first is that the state is a pre- 
ferred creditor; second, the state is in posi- 
tion at all times to inquire into the condition 
of depository banks through the banking 
supervisory department; third, New York 
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State has not lost any deposits through 
bank failures in over a hundred years. 
Finally the cost of carrying state deposits 
after allowing for reserve requirements 
amounts to two and one quarter per cent, 
whereas funds placed in the call loan market 
at present averages only one per cent. 


WHEN TRUSTEES EXERCISE 
GOOD FAITH 

HE Orphans’ Court of Pennsylvania 
has handed down a ruling which ac- 

quires unusual interest in view of the 
fact that Pennsylvania is one of the few 
states which has constitutional provision to 
the effect that investment of trust funds is 
prohibited in the stock or bonds of private 
corporations. 

In the case under discussion, re Curran’s 
Estate, 17 D. & C. 435, the trustees de- 
sired to invest in bonds of the Forrest 
Theatre. The Forrest Theatre Corporation 
conveyed the property to an individual who 
executed a bond and mortgage thereon and 
immediately conveyed the premises back to 
the corporation. Was this an illegal evasion 
of the constitutional provision? In 1923 
the legislature authorized the investment of 
trust funds in bonds of one or more indi- 
viduals secured by mortgage. The law also 
provided that the bonds may be for a single 
bond secured by a mortgage or one or more 
bonds of an issue of bonds secured by a 
mortgage or deed of trust to a trustee. 

In upholding the right of the trustees to 
invest in the Forrest Theatre mortgage, as 
they did, the Court pointed out that the 
strict letter of the constitution worked a 
hardship, and that in view of the law of 
1923, the trustees in the present case had 
acted with prudence and good faith and 
that the investment was proper. They 
should not be surcharged, therefore, be- 
cause of their investment in the mortgage. 

The trustees also retained certain securi- 
ties which had been owned by the decedent. 
It was argued that there was no express 
provision in the wil! permitting the trustees 
to continue the investment in these securi- 
ties and that they did not belong to the 
class of legal investments for trust funds. 
It is interesting to note that the Court de- 
cided that the trustees had used due dili- 
gence, care and prudence in retaining these 
investments for a time and that they were 
not therefore chargeable with a loss. 
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BRITISH VIEW OF GOLD STANDARD AND AMERICAN 
MONETARY POLICIES 


CONTRAST OF PRICE AND CREDIT MOVEMENTS IN 
BOTH COUNTRIES 


RIGHT HON. R. McKENNA 
Chairman of the Midland Bank Limited of London, England 


(Epiror’s Note: 


The fact that over forty countries, headed by England, are now 


definitely off the gold standard, has apparently caused more concern on this side of the 
water than in Europe as to the immediate or ultimate effect of such departure upon prices, 


international exchanges and flow of credit and trade. 


Mr. McKenna avers that separation 


from gold is no longer a sign of budgetary or price disorder and adherence to it no longer 


a distinguishing mark of sound national finance. 


He discusses British experience since 


its divorce from gold for over sixteen months and comments on effects of Federal Reserve 
and monetary policies in the United States.) 


OREIGN commentators on the general 
trade depression usually ascribe it 
mainly to curreney disorder, of which 

had such painful experience after the 
But it is only superficially that we are 

back in the early post-war years, for there 
is this vital difference, that whereas curren- 
cies had then run away from gold, now gold 
has run away from Currencies. From long 
habit many of us continue to think and talk 
of gold currencies stable and currencies 
off gold unstable. But if we give any 
true meaning to currency stability we shall 
find that sterling, which is by far the most 
important of the currencies detached from 
gold, has shown since it acquired indepen- 
dence, much greater stability than the dollar. 
On balance, the pound, measured 
purchasing power over commodities other 
than gold, has remained fairly constant. 
Gold, on the other hand, has almost continu- 
ously increased its purchasing power, and 
buys roughly 15 per cent more goods and 
services now than in September, 1931. The 
true standard of stability is what currency 
will buy, not of gold but of all commodities 
which enter into daily use in production and 
consumption. I agree that the general trade 
depression is largely due to currency dis- 
order, but the disturbing factor has been 
found not least in the gold currencies. 
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Experience of Countries Using Gold or 
Sterling Respectively 

We have had experience now of sterling 

divorced from gold for over sixteen months, 


and nothing catastrophic has happened. A 
number of other countries are using sterling 
as their standard, and it is still the medium 
of a large amount of trade throughout the 
world. How have the groups of countries 
using gold or sterling respectively fared dur- 
ing this period? The clear evidence of im- 
provement in a number of countries off the 
gold standard has no counterpart in those 
still on gold, whose position generally speak- 
ing has become worse. In the first half of 
the year just expired, according to an anal- 
ysis by the Board of Trade, “the countries 
no longer on the gold standard increased 
their share of the import and export trade 
of the world, this increase applying to 
exports to a greater extent than imports.” 
There can be little doubt that this disparity 
of experience has become more pronounced 
since that time, not only in international 
trade, but in respect of internal conditions 
as well. To take a particular example, the 
level of business activity in the United States 
is officially declared as considerably lower in 
1932 than a year earlier, whereas in Great 
Britain the level has been practically main- 
tained. 

Again, in national finances we find a simi- 
lar distinction. The countries still using gold 
are all faced with budget deficits. In the 
United States the federal finances show a 
deficit officially estimated at more than 
$1,100,000,000 for the current fiscal year. The 
French legislature is struggling with pro- 
posals to cover a shortage of perhaps ten 
milliards of franes. Similarly in the Nether- 
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lands, Switzerland, Italy and Belgium the 
national accounts show larger or smaller 
deficits. The probability is that if recent ten- 
dencies continue the governments of all these 
countries will find that their task is one of 
extraordinary difficulty. With a steadily ap- 
preciating currency the real burden of budget 
charges, particularly in respect of debts, is 
constantly increasing, while the revenue- 
yielding capacity of the people is just as 
constantly decreasing. It becomes more and 
more doubtful, unless there is a speedy re- 
versal of the movement of prices, whether 
stringent economies, elastic definitions of 
charges properly to be financed out of loans, 
and the utmost ingenuity in respect of new 
taxation will succeed in balancing the budg- 
ets of the countries still adhering to gold. 

I am not suggesting that countries off the 
gold standard are finding it easy to balance 
their budgets, or that they have all yet suc- 
ceeded in doing so; but at least it is true 
that they have made far more progress in 
that direction than the other group. The na- 
tional finances are certainly better in coun- 
tries where the persistent fall in internal 
prices has been arrested than in those where, 
through adherence to gold, it is still continu- 
ing. The condition of the earlier post-war 
years has been precisely reversed. Separa- 
tion from gold is no longer a sign of budg- 
etary disorder; adherence to it is no longer 
a distinguishing mark of sound national 
finance. 

Necessity of a Rise in Prices 

These facts, however briefly summarized. 
demonstrate afresh the ravaging effects of 
falling prices and the benefits to be obtained 
by relief from the downward movement. A 
rise in commodity prices has indeed become 
much more essential for the gold standard 
countries, whose plight is growing worse, 
than for other countries, whose position is 
improving. Yet we cannot rely upon the so- 
ealled “natural” action of gold for such a 
movement. The pre-war gold standard, so 
far as its control over the level of prices is 
concerned, is no longer operative; the mis- 
named “immutable law” of supply and de- 
mand, which was thought to apply to gold 
as to any other commodity, is of no effect. 
The enlarged output of the mines and the 
unloading of hoarded gold from India and 
Great Britain on the one hand, and on the 
other the reduced demand for gold involved 
in widespread departure from its use, have 
in no way checked its unceasing appreciation. 

It is sometimes alleged, however, that our 
departure from gold was itself responsible 
for the continued downward movement of 
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gold prices, and that a fall in the gold ex- 
change value of sterling provokes a further 
decline in gold prices. There is no founda- 
tion, I believe, either in logic or in the record 
of the facts, for this assertion, which seems 
to arise from confusion of cause and effect. 
The price level in each country is governed 
by the quantity of money available for im- 
mediate spending and the goods and services 
available to be bought. It follows that the 
exchange rate between any two of the domi- 
nant currencies tends to move in accord with 
the fluctuations in their respective purchas- 
ing powers, though the movement may be 
temporarily deflected from its course by dis- 
turbing transfers of capital and short-term 
funds. Price levels affect exchange rates, 
but exchange rates have little effect on price 
levels as distinguished from the prices of 
individual commodities. 


Alleged Failure of Reflation 
It is, I believe, possible to achieve a 
in the internal price level by monetary man- 
agement, and I am unshaken in this opinion 
by the frequent charge that reflation has 
already been tried and found wanting both 
in Great Britain and the United States. If 


rise 


we examine the course of affairs in these 
two countries we shall find that deliberate 
monetary management specifically designed 


to raise the price level has not been tested 
in either. In our own country, it is true, 
an expansion of credit has been effected, but 
only under conditions which could give it 
but partial success in raising the price level; 
and partially successful it has been, for our 
price level has not accompanied the down- 


ward movement of gold prices. In the 
United States, notwithstanding the current 


talk of vast new credit having been pumped 
ineffectively into the banking system, the 
experiment has not been tried at all. Refla- 
tion means the expansion of bank deposits, 
and therefore of potential purchasing power, 
to such an extent as will restore the price 
level to the point at which it stood before 
the present great slump began. 


Reflation and American Monetary Policies 

When we turn to the United States I be- 
lieve we shall find that not even a partial 
trial has been given to the policy of refla- 
tion. I speak on the subject, it is needless 
to say, with complete readiness to accept cor- 
rection by American authorities on questions 
relating to their own monetary policy, but 
it has seemed to me that the current descrip- 
tion of a continuous pumping of new credit 
into the banking system of the United States 
through the open market operations of the 
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Federal Reserve banks does not convey, at 
any rate in its implications, a true impres- 
sion of the facts. If we take a full view 
of recent American monetary policy we shall 
see that there has been no demonstration 
one way or the other of the effectiveness of 
a steady policy of reflation. 

Immediately following the suspension of 
gold payments in Great Britain a heavy out- 
flow of gold took place from the United 
States, accompanied by large withdrawals 
of currency in consequence of widespread 
banking failures. Both of these movements 
tended to reduce the cash basis for the de- 
posits of the commercial banks, and rein- 
forcement was possible only by borrowing 
heavily from the Federal Reserve banks. 
Little or no attempt was made at this time 
by the Reserve banks through open market 
purchases of securities to offset the acute 
stringency. The result was that bank de- 
which hitherto had declined only 
slowly, fell abruptly in the last few months 
of 1931. The deposits of all banks in the 
United States were no than 11% per 
cent lower on December 3list of that year 
than on the preceding June 30th, but even 
then the decline had not spent itself. 


posits, 


less 


Effect of ‘‘Open Market’’ Operations 
It was in circumstances such as these that 


in March of last year the first steps were 
taken in what is cited as the great experi- 


ment in reflation. The Reserve banks, aided 
by legislation to widen their powers, began 
to buy government securities, first in small 
quantities and later in large volume. The 
express this procedure were to 
ease a critical banking situation by enabling 
the banks to reduce their indebtedness to the 
central institutions, and to add to the eash 
resources of the member banks. A reduction 
of member bank borrowings was achieved; 
but the addition to cash reserves was small, 
owing to a renewed and heavy outflow of 
gold, and even the reduction of indebtedness 
was later checked by a fresh absorption of 
currency by the public. 

During the period of open market buying 
bank deposits continued to decline, though 
only slightly. The steps taken to arrest the 
deterioration of the banking position had 
succeeded, but up to July no recovery had 
taken place in bank deposits, partly because 
the addition to bank cash had been rela- 
tively small, and partly because this addition 
had been used merely to strengthen the ratio 
between cash and deposits. At this date, that 
is July of last year, bank deposits were 19 
per cent lower than a year earlier and actu- 
ally 26 per cent below the figure for the end 
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of 1928. By contrast, British bank deposits 
at that date had responded to the increase 
of cash furnished by the operations of the 
Bank of England to such a degree that they 
were only 2 per cent below the total at the 
end of 1928S. 


Piling Up Reserve and Cash in American 
Banks 

Since the beginning of August the Reserve 
banks have again pursued a passive policy 
so far as open market operations are con- 
cerned. Their holdings of investments have 
remained stable, but the gold stock has in- 
ereased, while currency has returned from 
the public. As a result the member banks 
have been able further to reduce their in- 
debtedness to the Reserve banks to a low 
level, while at the same time their reserve 
balances have grown substantially, quite in- 
dependently of central banking policy. Bank 
deposits have expanded on this fortuitously 
increased basis, but by no means to the full 
extent possible—actually, up to December, 
by only about 7 per cent. Whereas member 
banks’ reserves have been brought back to 
a higher level than in September, 1931, their 
deposits are still far below. Meanwhile over 
the same period British bank deposits have 
grown by 11 per cent. The American banks 
have allowed their reserve balances to pile 
up in excess of legal requirements; the pres- 
sure of surplus cash has not yet been heavy 
enough, or sufficiently long in operation, to 
induce such large purchases of investments 
as will restore the volume of bank deposits. 

In conditions of deep trade depression such 
as exist now in the United States a revival 
of some degree of confidence, which is indis- 
pensable for any embarking of new money 
in industry, seems to be obtainable only 
through a steady rise in the bond market. 
The initiative in such a rise apparently must 
come from the banks, and the movement will 
attain full strength when they feel them- 
selves free to use their surplus cash. In the 
present uncertain temper of American deposi- 
tors the banks continue to hold an excessive 
amount of cash, though the practice mate- 
rially reduces their profits. Sooner or later, 
however, they will invest the surplus cash in 
securities, provided the surplus is kept large 
enough by the continued open market opera- 
tions of the Reserve banks. High-class in- 
vestments will then rise in price, and lower 
grade stocks will slowly return to favor with 
a gradual strengthening of confidence. The 
new capital market will revive, and in this 
way new money can eventually be brought 
into use by industry in the United States. 


(Continued on page 247) 
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MAJOR PROBLEM ONE OF RESTORING INDUSTRIAL 
BALANCE AND NORMAL CREDITS 


DANGERS TO BE APPREHENDED FROM VARIOUS INFLATIONARY 
PROPOSALS 


CHARLES S. McCAIN 
Chairman of Board of Directors, The Chase National Bank of New York 


(Epiror’s Note: Mr. McCain dwells with particular emphasis upon the early restor- 
alion of the normal functioning of international exchange and credit relations, especially 


as regards return of the various nations to the gold standard. 


He views the present economic 


situation not primarily as problems of credit and money with resort to perilous adventures 
into inflationary realms, but of regaining balance in our industrial life, permitting normal 
flow of goods and movements of credit in both domestic and international markets.) 


OR many years the machinery of ex- 

change functioned so smoothly that 

the business world hardly paid any 
attention to the factors which influenced its 
movements one way or the other. The aver- 
age exporter or importer was satisfied that 
the gold currencies could fluctuate only 
within the narrow limits of the gold points. 
It was only a year or two ago that our mer- 
chants and our banks began to realize their 
dependence on the delicate processes which 
affect money values in the international mar- 
kets; whereas, formerly, only a small num- 
ber of experts in a few banks engaged in 
foreign business followed the quotations of 
the foreign exchanges, their variations have 
now taken an unprecedented and practically 
all-concerning importance in the news of the 
day. 

Literally, the economic life of many coun- 
tries seems to be dependent on their ability 
to maintain a fair balance between their 
needs for foreign means of payment and 
their diminished foreign exchange receipts 
from exports, shipping and insurance ac- 
tivities, from the expenditures of tourists 
and travelers and from the remittances of 
their nationals. 


Debts and Debased Currencies 

The time seems far away when we shall 
be able to place credits at the disposal of 
foreign countries in order to facilitate both 
their and our trade without giving more 
than a passing thought to the mechanism 
through which our debtors would be placed 
in a position to repay in our own currency 
the debt thus incurred. Now they are 


confronted with the problem of how to mo- 
bilize the necessary exchange to pay off these 
debts and the charges thereon at a time 
when they are themselves handicapped in 
the collection of their outstandings for mer- 
chandise exported at higher prices or moneys 
lent in better days. 

Let us adopt in our relations with them 
a sympathetic attitude, making allowance 
for the changes which have taken place in 
world conditions and bearing in mind the 
benefits which we shall derive in the future 
from their continued goodwill and business 
relationship. They are anxious just as we 
are for a normal return of trade in order 
that it may be possible for them to again 
deal with their creditors without the con- 
trolling systems now in force and without 
governmental interference in the Exchanges. 

Speaking more specifically of the countries 
to the south of us, it is significant that the 
balance of ten out of twenty nations is 
against the United States, so that there 
would be justification for a strong claim 
that the excess amounts paid by us to these 
countries for purchases of their products be 
at least applied in part to the repayment of 
principal due our exporters on account of 
frozen credits and our investors on account 
of interest and sinking fund payments on 
bond issues made, on which payments have 
been deferred. 

Thawing Out “Blocked” Foreign Currencies 

Many attempts have been made to thaw 
the amounts of foreign currency “blocked” 
in foreign countries, as well as to work out 
some means of getting dollar or sterling ex- 
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change from foreign countries for goods 
either shipped or being shipped there now. 
Little progress is being made and probably 
the most hopeful is in Germany where it is 
being suggested through the Standstill Com- 
mittee that foreign creditors forego payment 
of a certain amount of their debt in foreign 
currency and accept in lieu thereof local 
currency which in turn can be applied to the 
purchase of merchandise destined for addi- 
tional export or for permanent investment 
in German institutions and countries. 

We are in hopes that a clearing up of these 
situations is taking place and with a proper 
determination of War Debts that we may 
see our foreign banking again on 
a normal basis. 


business 


Unavailing Resort to Inflation Measures 

We have to face the fact of the low ebb 
of our business and the distressing condition 
in which our great basie industries find them- 
selves at this time. Each and every one of 
us who has the best interests of his country 
at heart is endeavoring to find some solution 
which will bring about better times and bet- 
ter conditions for all the people. It is nat- 
ural, therefore, that during such a_ period 
many unsound schemes are advocated and 
strongly urged as a quick way out of funda- 
mental difficulties. Inflation within the last 
few months has become the most frequently 
talked of method and yet to any student 
of economics and finance inflation has never 
proven a cure but always a “will o’ the 
wisp.” 

art of the fears and part of the hopes 
that are raised by the word “inflation” grow 
out of the fact that almost everybody has a 
different meaning in mind when he uses the 
word. Some men mean simply a rise in 
prices, and we should all like that, if it 
came in a sound and dependable way. 

Some have applied the word “inflation” to 
such things as loans by the Reconstruction 
Finance Corporation, which merely uses ex- 
isting credit resources in bringing emergency 
credit to bear on strained situations so that 
slow assets can be mobilized to meet quick 
liabilities. Almost all of us, I think, approve 
of that. 

Some would use the word “inflation” to 
describe other measures of emergency credit 
relief, such as those now proposed in con- 
nection with farm debt and farm mortgage 
debt. But emergency credit relief for agri- 
culture—a stricken basic industry—if accom- 

anied by the necessary measures for restor- 
ing the export market and bringing about a 
rally in farm prices, is far from being infla- 
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tionary, in the sense of impairing the sound- 
ness of the currency. It looks, rather, toward 
the handling of existing debts with dollars 
of the present standard of value. 


Debasing Standards of Value 


The kind of “inflation” which the business 
and financial world would have real reason 
to fear is that which would strike at the 
standard of value itself, directly or indirect- 
ly. Such a proposal as that to introduce the 
free coinage of silver at the ratio of 16 to 1 
—or proposals to lower the gold content of 
the dollar, if seriously entertained, would 
bring an acute chill in financial and business 
circles. Far from easing credit strain, they 
would intensify it, since creditors and in- 
vestors everywhere would became afraid. 

Following the abandonment of the Gold 
Standard in England in late September, 1931, 
this fear did grip the world. When sterling 
ceased to be “as good as gold” a paralyzing: 
fear went over the world regarding every 
other currency, including our own. Gold coin 
sold at a premium over bank notes in those 
Gold Standard countries of Europe which 
redeem their bank notes, not in gold coin, 
but only in large gold bars and frightened 
foreigners pulled hundreds of millions of dol- 
lars in gold out of the United ‘States, dis- 
trusting our own currency. Our own people, 
relying on the good record of our govern- 
ment in maintaining its currency, did very 
little gold hoarding, the total from the first 
of May, 1931 to the end of June, 1932, being 
only a hundred million dollars. But the in- 
fluence of this scare upon the volume of busi- 
ness and upon the level of investment values 
in the United States, brought an appalling 
percentage contraction and an appalling de- 
pression of spirit. 

When we had clearly won the fight and 
when the inflationary Bonus Bill was killed 
decisively in the Senate in June of 1932, the 
pall was lifted and recovery began, coming 
in July and August in the investment mar- 
ket and beginning in late August in business. 

Those who are agitating schemes for de- 
basing the standard of value as a “quick 
Way out” may well consider this. Whatever 
else they may or may not get, they will not 
get a quick way out. 


The Pathway of Fiat and Paper Money 
There are other proposals to which the 


name of inflation is given. One, like the 
’atman Bill, is for an increase of paper 
money forced into circulation in some way 
by being paid out by the government to this 
or that group of the population, or used as 
a substitute for bond issues to meet the pub- 
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lic deficit, as was the case when the Green- 
backs were issued in 1862. If only a little 
of this were done, the currency would not 
stay in circulation but would come back to 
the banks and by them be deposited with 
the Federal Reserve banks, adding to the 
idle member bank reserves now existing. If 
much of it were done, so that fear arose as 
to the ability of the Federal Reserve banks 
to redeem the new currency, there would 
come a rush to redeem paper money in gold, 
a hoarding of gold, and an actual contraction 
of the currency in circulation, a shortening 
of bank reserves, a tightening of bank credit, 
with a resultant political demand upon the 
Congress for larger and larger issues of the 
paper money, leading us into that terrible 
path where descent is so easy and of which 
Germany furnished such a striking example. 

If I had serious fears of impairment of 
the Gold Standard I should, of course, be 
very gravely concerned. But there are too 
many men in public life in the United States 
who understand this danger just as well as 
I do, and who are just as strong in their 
determination to fight things of this sort as 
I myself am, to have real fear that the 
American Congress will do a thing like this. 


Expansion of Federal Reserve Bank Credit 


Finally, there are those who mean by in- 


flation a further expansion of Federal Re- 
serve bank credit, based on the idea that, 
as you increase the surplus reserves of the 
commercial banks through increasing Federal 
Reserve bank credit, you generate a tenfold 
expansion of commercial bank credit, which 
will raise commodity prices. We were doing 
things like that for several years preceding 
1929, getting the multiple expansion of mem- 
ber bank credit, but not raising commodity 
prices. Instead we raised security prices 
and real estate prices and made it easy for 
everybody to get into debt, including the 
outside world, which was sending us foreign 
bonds to buy our export goods. 


We have now some 600 millions of excess 
reserves in the member banks, the product 
of Federal Reserve bank credit expansion. 
We have, moreover, already in the new leg- 
islation regarding national bank notes, fa- 
cilities for a further enormous increase in 
member bank reserves. Issuing national 
bank notes under this legislation does not 
increase the currency in cireulation; you 
can’t keep currency out in excess of what 
the people want. They deposit excess cur- 
rency in the banks and the banks deposit it 
in the Federal Reserve banks, building up 
their reserve balances with the Federal Re- 
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serve banks. But if bank reserves got short, 
a large volume of new national bank notes 
would be issued. At present, it is pointless 
because good borrowers are not anxious to 
borrow and because banks, warned by their 
losses on bond purchases in recent years, are 
slow in buying long term bonds for invest- 
ment. The facilities for expansion are there, 
and the Federal Reserve banks have already 
done everything they can to create expan- 
sion. There would be grave danger in these 
excess reserves if confidence were strong. 

The real trouble is not in the money situa- 
tion. The trouble is in the derangement in 
our industry, due to the fact that our great 
export industries, and especially agriculture, 
are prostrate, receiving such low prices for 
their products that they cannot buy manu- 
factured goods, and that the manufacturers 
consequently are working at a low level. 
Tampering with the currency is not going 
to restore this unbalance. 

Apart from emergency credit to give tem- 
porary relief to embarrassed debtors, the 
problem is not a credit or a money problem. 
It is rather a problem of getting our indus- 
trial life into balance again, so that pro- 
ducers of one kind of goods may make mar- 
kets for the producers of other kinds of 
Given this, men will be willing to 
borrow again and banks eager to lend again, 
because the basis of credit will be restored 
in the actual movement of goods at fair 
prices. 


goods. 


i? 2, 7 
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REMOVING TAX PENALTY FROM BANKS 

Discussing proposed legislation to be sub- 
mitted to the coming session of the Illinois 
legislature to strengthen the state banking 
system, M. A. Graettinger, executive vice- 
president of the Illinois Bankers Association, 
refers to the advisability of eliminating ex- 
isting tax discrimination imposed upon banks. 
He says: 

“Under our present taxation system, in the 
creation of large surplus funds, banks and 
stockholders are penalized by reason of the 
assessment being based on the capital struc- 
ture; that is, on the bank’s capital, surplus, 
and undivided profits. Obviously the build- 
ing of surplus funds is in the interest of de- 
positors and it would seem that such practice 
should be encouraged by removing the tax 
penalty and confining the basis of assessment 
to capital only. On the other hand, so that 
a bank may not be under-capitalized, in pro- 
portion to its deposit liability, a provision 
ought to be included limiting the ratio of 
deposits to capital at say not more than 
eight to one.” 





FrePPPSUAPOLAOALILULLULULLLELLECES PP LLELEPEEOPUPPISES UU UPALLUAUELLELLELLIEL USL P PPLE E UP PELEUU UP EEPPELUPPLLULELLL ELLE PEPEELUEP ET] 


RELEASING TRUST SERVICE FROM THE STRAIGHT- 
JACKET OF CUMBERSOME AND TERRIFYING FORMS 


A STUDY IN PSYCHOLOGICAL EFFECT 


D. W. MacKAY 
Assistant Trust Officer, The United States National Bank, Portland, Oregon 


(Epitor’s Note: 


The stress of daily duties often impels the trust officer to lose patience 


and to burst forth in rebellion against ceremonial and antiquated forms as well as clumsy 
indemnity or immunity clauses in wills and trust instruments which are suggestive of the 
days of the crinoline and powdered wigs. In the following article, Mr. MacKay seeks relief 
for his burdened soul by attempting to demonstrate the fallacy of trying to make trust service 
popular and at the same time pack the ordinary trust agreement with a collection of clauses 


or forms that leave the client in a mood of despair or apprehension. 


Mr. MacKay pleads 


for simpler form of phrase and minimizing formalities as a means of overcoming sales 


resistance to trust business.) 


technique in suec- 
cessful trust company administration 
that attracts desirable trust business 
and conversely there are methods that lack 
finish and therefore retard progress. Like- 
wise, there is a certain facility of phrase and 
clarity of expression in the literary composi- 
tion of the trust instruments in common use 
by certain fiduciaries that radiate confidence 
and thus alike smooth the way of the new 
business representative and ease the task of 
the administrative officer. On the other hand, 
the ponderous recitals and prosy clauses too 
frequently found in many such instruments 
tend to originate notions of complexity to 
What the prospective client has conceived to 
be an ordinary business transaction. The 
effect can searcely be said to encourage a 
more spontaneous and therefore universal 
patronage of trust department facilities. 


HERE is a certain 


The pathway to this objective is beset with 
other barriers certain of which are possibly 
more formidable but if these observations are 
well conceived and if we are to extend the 
influence and prestige of the trust company 
to a point of development that will compare 


favorably with, say, that of the insurance 
company, then there is occasion for improve- 
ment in the draftsmanship and general de- 
sign of our standard trust agreements. Your 
observer is not a professor nor the son of a 
professor and claims no title to inflict upon 
the reader an article enumerating categories 
or laying out elaborate parallels, much less 
to speak didactically to the members of a 
learned profession to whom the task of pre- 


paring these instruments is entrusted; yet 
one can searcely have lived a varied though 
possibly limited business and professional life 
Without certain things having stood out as 
able to stand the test of experience as very 
real and helpful things. Our only wish is to 
contribute certain conceptions to our common 
stock of ideas, originated in part from the 
point of view of the prospective client and 
therefore designed to advance the science of 
trust company administration. 


Ceremonial Forms and Phrases Have Lost 
Meaning 

In the first place, it does strike me that 
the age has gone by for symbolic and cere- 
monial forms and phrases which have lost 
their meaning and usefulness. It might be 
observed for instance that a common life in- 
surance trust agreement continues to be deco- 
rated with the obsolete opening phrase “This 
Indenture” or if that nomenclature be not 
the choice of the draftsman, we frequently 
find this same common agreement all dressed 
up as a “Declaration of Trust,” wherein we 
further confound the unfortunate client with 
the equally obsolete opening phrase, usually 
in large type—‘Know all men by these pres- 
ents.” 

The wit of the modern who observed that 
his trust “was a confidential affair and not 
the public property of all men” might advis- 
edly be taken as a signal for reform. In 
either case the instrument then proceeds with 
one or more recitals of fact few of which are 
of any material value, followed by a series 
of clauses, the purpose of which is to define 
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and materially enlarge the ordinary powers 
and authority of a trustee. By dint of these 
last mentioned clauses, in the penning of 
which the goal of the draftsman seems so 
steadfastly aligned with prolixity and com- 
plexity rather than brevity and clarity, the 
trust company looms before the eyes of the 
client as the dominant and, shall we say, 
rather arrogant actor; whereas after all the 
property involved in the transaction belongs 
to the client and not to the trust company. 
Moreover, having ferretted his way through 
possibly pages of these same clauses, he final- 
ly reaches the sentence or clause that takes 
effect as of the essence of the transaction he 
has set out to accomplish. 


Example of a Favorable First Impression 


A favorable first impression has many ad- 
vantages, and since this result has been rath- 
er strikingly accomplished in a suggested 
form of agreement, a copy of which is repro- 
duced in the October issue of 1926, page 454 
of Trust CoMPANIES Magazine, we quote the 
first and opening paragraphs: 

John Doe, “hereinafter called the ‘Insured,’ 
makes this Trust Agreement with’ ABA 
Trust Company, “hereinafter called the ‘Trus- 
tee,” to establish a Trust covering the pro- 
ceeds of insurance upon the life of the In- 
sured, which insurance is described in Sched- 
ule A hereto attached and under which in- 
surance the said Trustee is designated as 
beneficiary.” 

It will be observed, first, that the client 
and not the trust company takes his place as 
the principal actor in the transaction, and, 
second, that this opening article flashes in- 
stant dispatch of the business in hand, 
namely the creation of a trust. The absence 
of preamble and exploded forms and phrases 
is rather conspicuous. When we come to ex- 
amine the administrative clauses that follow 
(and we cite this form from among others, 
not because it is the only example, but be- 
cause it can be readily referred to) we find 
that the draftsman has brought to his task 
that rare combination of refreshing brevity, 
transparent clarity and the faculty of vesting 
in the trustee adequate powers in a natural 
and pleasing way exhibited in apt language, 
not as a show of learning but as the hand- 
maid of efficiency. 


Dictatorial and Despotic Administrative 
Clauses 

These are the features of an operating 
agreement that mirror the point of view of 
the practical man of affairs. When we con- 
trast this technique with that of any one of 
several forms in common use throughout the 
country, specimens of which we have before 


us, the force of what has been said becomes 
the more apparent. Thus, why should this 
same man of affairs be expected to benignly 
resign the management and control of his af- 
fairs and subject the same to the dictatorial 
and despotic terms demanded by the follow- 
ing (a clause taken from one of these speci- 
mens as a typical example of the methods 
which we deery) : 

“Second: The Trustor may, at any time or 
times, without the consent of or notice to any 
beneficiary, by written instrument filed with 
the Trustee and upon paying any sums due 
the Trustee and RELEASING IT FROM AND AS- 
SUMING ALL OBLIGATIONS AFFECTING THE TRUS- 
TEE AND THE TRUST ESTATE, OR ANY PART 
THEREOF WITHDRAWN, AND INDEMNIFYING THE 
TRUSTEE TO ITS SATISFACTION AGAINST ANY 
LIABILITIES INCURRED BY IT IN ADMINISTERING 
THIS TRUST, revoke this trust in whole or in 
part, and/or may withdraw all or any part 
of the trust estate, and the Trustor may like- 
wise, but only with the written consent of 
the Trustee, amend this trust without limita- 
tion, amend or cancel any amendments, 
change any beneficiary, and limit or divest 
the rights of any or all beneficiaries. Except 
as herein provided, this trust shall not be 
terminated by the beneficiaries hereunder nor 
by any court nor otherwise, prior to the er- 
piration of its full term as herein fired.” 


Immunity and Indemnity Provisions 

Mark you, this is the same grand and glori- 
ous corporate trustee whose advertising de- 
partment proclaimed to the general public 
that its skill in the management of property, 
real or personal, was unsurpassed and that 
its investment committee could perform mir- 
acles in the handling of securities and the 
investment of money (we continue to present 
the point of view of the hesitant prospect) 
yet before these things shall come to pass 
this same trustee shall be indemnified to its 
satisfaction against this, that and the next 
thing and shall enjoy other immunities from 
liability fancied or real, provision for which 
is to be found elsewhere in the agreement. 

It would serve no useful purpose to con- 
tinue the analysis of this and other like ad- 
ministrative clauses. It is sufficient to ob- 
serve that a trustee is not an insurer, that 
the essence of liability lies in the failure to 
exercise reasonable care and diligence in the 
execution of its trusts and that as a broad 
general statement the more immunities and 
indemnities we add or provide for, the far- 
ther afield do we drift from practical reality 
and instead of inviting confidence the more 
do we put our prospect on the defense. The 
life insurance companies as the most casual 
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“My Chiliren Are Safe” 


Happy the father who can truthfully say this, knowing 
that he has so ordered his life insurance that, no matter 


what happens to him, his sons and daughters will not want. 
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Having made this arrangement he 
can go further and provide for 
his own Old Age independence 
by acquiring Prudential Retire- 
ment Annuities. 


Che Prudential 
Susurance Company of America 


Epwarp D. DurFFIELD, President 


Home Office: Newark, New Jersey 


examination of their policies will disclose 
have long since recognized these general prin- 
ciples and the same is true of the agency con- 
tracts of certain fiduciaries who have so suc- 
cessfully featured agency as a part of their 
service. Since, then, the duties and respon- 
sibilities of an agent correspond in many re- 
spects to those of a trustee or in any event 
the distinction is more apparent than real, it 
would seem expedient and advisable to adopt 
like principles in the preparation of trust 
agreements. 


Fallacies as to Fixed Fee Schedules 

While the problem of trustees’ fees may 
have little relation to the issues presently 
before us, yet since many fiduciaries follow 
the policy of inserting a fixed schedule of fees 
in their trust agreements, some of which will 
continue in effect for generations vet unborn, 
it would seem appropriate to call attention 
to certain developments that support the con- 
tention that such a policy is ill advised, In 
most cases these fixed schedules are based 
on a percentage of the market value of the 
trust assets and are charged against income. 
Recent experiences have abundantly demon- 
strated the fallacy of this method. Thus, as 
security levels continued to fall the trustee’s 
fees decreased in a corresponding ratio, while 


conversely the cost of operation tended to 
increase as a result of the greater diligence 
and more frequent review thus thrust upon it 

Moreover, if we assume that those who 
so inserted these fixed schedules have vb- 
served the terms of their agreement then, 
there were many eases in which the net in- 
come of the beneficiary actually increased in 
inverse ratio as the trustee’s fee decreased. 
Take as an example, the case of John Doe 
who four years ago opened his trust with, 
among other securities, Postal Telegraph and 
Cable Company 5s of 1953, then valued at 
$10,000; % of 1 per cent of that amount 
equals an annual fee of $50, leaving a net 
income to the client of $450. One-half of 1 
per cent of $1,400, the market value of the 
same bonds at the low market equals $7: The 
issue is not in default, and therefore the net 
income of the beneficiary has increased to 
$493. This may be an extreme case, but it 
sufficiently illustrates our contention. 

This situation is certain to result in un- 
satisfactory net revenues which sooner or 
later lead to an inferior quality of service. 
The remedy, as applied one must be, is to 
reduce operating costs and build up a fee 
schedule based, not on a fluctuating price 
level of securities, but on the cost of doing 
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business. Furthermore, the policy of fixing 
compensation long into the future on any 
basis, being unsound for any other business 
organization, is equally unsound for trust 
companies. The rates should be subject to 
adjustment and since most fiduciaries have 
an official fee schedule, this can be effected 
by providing that “The trustee shall be en- 
titled to a reasonable fee for its own services 
in accordance with the seale of fees in use 
by it at the time of the execution of the 
trusts herein declared” and not at the time 
of the execution of the trust instrument. 


Blunders and Obscurities in Distribution 
Clauses 

Distribution clauses as distinguished from 
administrative clauses present, of course, a 
more fertile and therefore more difficult topic 
of remark. Their legal interpretation, espe- 
cially in the case of wills, has been the sub- 
ject matter of many a posthumous equity 
suit, the ravages of which have so frequently 
served but to stir up resentments that sleen 
not in the grave, Nevertheless, a netion un- 
fortunately persists that “while to the prep- 
aration of a deed learning and experience is 
essential, the disposition of a man’s property 
by will may be safely confided to a minimum 
of legal knowledge. Hence, experienced coun- 
sel is rarely consulted, the solicitor is often 
dispensed with, and the school master too 
frequently called in; or, if the schoolmaster 
be not at hand, there is commonly to be found 
in every village a will-maker of equal cour- 
age and ignorance, the collector or inheritor 
of exploded forms and phrases. 

“This notion proceeds upon the two-fold er- 
ror that wills are expounded not according to 
the rules of law, but according to the dic- 
tates of common sense and that common 
sense is the same in all men.” This general 
impression has extended its influence more or 
less to the framing of distribution clauses 
of trust agreements. Thus, confident ignor- 
ance on the part of the amateur and that 
assurance on the part of certain professional 
men which prompts them to draw wills and 
distribution clauses without any previous 
study, relying upon intention as the law of 
the instrument, has produced blunders and 
obscurities of every shape and shade. The 
mischief has involved the trust companies 
and beneficiaries as well in unnecessary and 
expensive litigation. 

That it is expedient therefore to require 
that all wills and deeds of trusts be exam- 
ined and approved by the trust company’s 
own counsel before acceptance requires no 
further exposition. (But for their almost 
eighteenth-century flavor one might readily 
suppose that the authors of the words in quo- 
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tation were expressing the mental reserva- 
tions and secret convictions of a twentieth 
century trust officer. The extract was penned 
on the 7th day of January, 1835, and has 
lived through all subsequent editions of the 
text book on the subject, to decorate the 
pages of the present-day volume.) 


Modes of Disposition of Property 

Many if not most persons are ignorant of 
the ordinary modes of disposition under sim- 
ilar circumstances of family and property 
and require to be advised as to the plan best 
adopted to those circumstances. He who 
would efficiently discharge this important 
task should be prepared with some sound and 
well considered notions on the subject and 
be possessed of a clear understanding of the 
technical tax problems that arise. Moreover 
he should be conversant as well with the va- 
rious modes as with the various forms of 
gift: equipped alike to suggest the aptest 
kind of destination and to effect it by the 
aptest words. The latter is the task of ex- 
perienced counsel; the capacity on the part 
of the trust officer to exercise the former 
“ith a wise discrimination inspires confi- 
dence and adds greatly to the prestige of the 
institution he represents, 

Many text books with the accompaniment 
of precedents on this subject are now avail- 
able and it is scarcely within the scope of 
this undertaking to present a précis of the 
allowable modifications of property. Yet we 
might with profit. we trust, point out briefly 
the comparative advantages of certain modes 
of disposition adapted to ordinary circum- 
stances. Thus, let us suppose that our client, 
who in due course will be referred to his own 
counsel, has consulted with us as to the mode 
of disposition we would suggest of his life 
insurance aggregating $125,000 in favor of 
his wife and two infant children. For the 
purpose of this dissertation any general es- 
tate planning program may be dismissed 
from consideration: the client has good and 
sufficient reasons for confining his inquiries 
to this one special trust. 


Life-Interest and Remarriage 


We pass from such considerations as an 
immediate cash payment of sufficient to de- 
fray the expenses of the family and a life 
income to the widow and approach the more 
difficult inquiry as to whether this life-inter- 
est should cease on remarriage. Many clients 
hesitate to raise this contingency and while 
it may not be within the province of a trust 
officer to make any definite recommendations, 
he should have a sufficient understanding of 
human nature not only to raise the issue him- 
self but also to tactfully point out that where 
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it is the intention that children shall ulti- 
mately take the bulk of the estate, such an 
event might be prejudical; otherwise the re- 
striction is not to be recommended. 


The extent of the discretionary authority 
to be vested in the trustee should be care- 
fully ascertained and defined. Hence, unre- 
stricted discretionary authority to resort to 
capital and apply it for the benefit of the 
widow often leads to abuses and other mis- 
chief and is therefore to be discouraged in 
a trust of this size. The client would be bet- 
ter advised to restrict the power to an ag- 
gregate of $20,000 or better still to direct that 
in case the income shall fall below a fixed 
amount, say $5,000 a year, then, the trustee 
shall make good the deficiency out of capital. 
In certain cases it may be advisable to charge 
the widow (if she takes a life interest in 
the whole property) with the obligation of 
maintaining children during minority. On 
the other hand, it is sometimes expedient to 
confide to the widow where she takes only 
a life interest with remainder over to chil- 
dren equally a power of appointment by WILL 
to regulate and modify the shares of the chil- 
dren so as to adapt them to any change of 
circumstances occurring in her lifetime. 

Such a power, if confided, lends a flexibi- 
lity to a trust. which, when wisely exercised 
has many advantages. Thus, a daughter 
may marry a millionaire and her less for- 
tunate brother be crippled. The widow by 
dint of such a power may change the division 
by appointing a larger percentage in favor 
of her crippled son. The power should ex- 
tend to enable the widow to appoint to more 
remote issue: for circumstances (such as im- 
pudence and mental deficiency of a child) 
might render it advisable to exclude him 
from any share other than income and sub- 
stitute his issue as objects of the parents’ 
bounty. Another salutary effect of such a 
power is that it imposes some check on what 
might otherwise prove to be an impulsive 
personality. 


Period of Vesting Children’s Shares 

One further point, seldom considered, and 
not always understood, is the period of vest- 
ing of children’s shares. We confine our 
remarks to “vesting of interest” as distin- 
guished from “vesting in possession.” In 
the trust we are now considering the share 
of a son might advisedly be made to vest at 
majority and that of a daughter at majority 
or marriage. The advantage of this plan is 
that if they afterwards die during the life 
of the widow, the provision does not fail by 
such event but devolves upon their personal 
representatives. 
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A further advantage is that it facilitates 
administration in that in the exercise of dis- 
cretionary powers to advance capital for the 
benefit of a child prior to the period when 
his share shall vest in possession, the amount 
so advanced may be charged to and deducted 
from his ultimate share. It is more common 
to postpone the vesting of shares until the 
death of the widow, and to declare that upon 
the happening of that event, certain trusts 
shall then take effect in favor of the child 
or children, but this seems less eligible than 
making the shares vest at majority or mar- 
riage; because by the latter plan, a child, 
marrying in the lifetime of the widow, is en- 
abled to make a trust settlement upon and 
communicate a benefit to the objects of such 
marriage, subject, of course, to the life in- 
terest of the widow. 

With these brief suggestions we conclude 
our viewpoint by “condemning all whimsical, 
ostentatious, and splenetic schemes of dis- 
position, the singularity which departs from 
ordinary and approved modes when nothing 
peculiar exists, the vanity which, regardless 
of near and known connections provides for 
remote generations a vast estate and an ob- 
scure name, and the charity which reserves 
itself for posthumous admiration ;’ finally, 
by addressing to those responsible for the ac- 
ceptance of new business, the admonition, 
that if we are to escape unhappy experiences, 
not only deeds of trust but wills as well 
should first be examined and approved by the 
fiduciaries’ own counsel. 

2, 
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HOW FARM MORTGAGES ARE HELD 


American farms are mortgaged for more 
than nine billion dollars or almost as much 
as the bonded indebtedness of American rail- 
roads. About 2,500,000, or 40 per cent of the 
6,000,000 farms are mortgaged. Of this total 
about 800,000, or 14 per cent, are mortgaged 
for more than half their value; 300,000, or 6 
per cent, for more than three-quarters of 
their value, and 125,000 farms, or 2 per cent, 
are mortgaged for more than their current 
value, with average mortgage around $3,600. 


Individuals hold almost three billion dol- 
lars of farm mortgages, insurance companies 
slightly more than two billions, banks and 
mortgage companies two billions, and federal 
and joint stock land banks slightly less than 
two billions. In addition, an unclassified 
group of agencies holds about two-thirds of a 
billion. <A further analysis of this classifi- 
cation indicates that insurance companies 
are the most important single source of long- 
term farm credit, having advanced over 20 
per cent of the total. 
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It’s Our Job to Manage 
Estates and Trusts 


CiTy BANK FARMERS TRUST 
COMPANY, America’s oldest trust 
company, whose charter marked 
the inception of corporate trustee- 
ship in this country, is today a 
trust company exclusively. It does 
no commercial banking business 

. sells no securities. Its entire 
personnel is dedicated to a single 


purpose — the care and manage- 





ment of the property of its clients. 


CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 


22 William Street—New York 





FEDERAL RESERVE POLICIES AND PERILS OF INFLATION 


ENCOURAGING BRANCH BANKING AND CONSOLIDATIONS 


EDMUND PLATT 
Vice-president, Marine Midland Group, Inc. 


(Epiror’s Note: Former Depuly Governor Edmund Platt of the Federal Reserve Board 
expresses his views as to the dangers of renewed inflation which appear in a number of cur- 


rent Congressional and other proposals. 


He states that currency inflation in order to ac- 


complish anything in the way of raising prices would have to proceed to such lengths as to 
become uncontrollable and would aggravale existing economic entanglements. 
discusses the Glass banking reform bill as passed by the U. S. Senate.) 


N response to request of TRUST COMPANIES 
for an expression of my views ‘‘as to Fed- 
eral Reserve policies and banking legisla- 

tion and especially on the matter of infla- 
tionary bills being urged in Congress,” I may 
say, first, that I think the threat of infla- 
tionary measures is probably doing more to 
hold back recovery just now than any other 
one thing, and next to that is the continuing, 
though rather sporadic banking difficulties. 
In my opinion any serious attempt at infla- 
tion would be disastrous and why western 
farmers haye been deluded into the idea that 
inflation would benefit them is hard to under- 
stand. The first beneficiaries would, of 
course, be the speculators in common stocks. 
Prices of staple agricultural products would 
be the last to rise. 


Danger of Uncontrollable Inflation 

As has been conclusively shown by our 
able Secretary of the Treasury, Ogden Mills, 
and by various economists including Walter 
Lippmann, currency inflation in order to ac- 
complish anything in the way of raising 
prices would have to proceed to such porten- 
tous lengths that it would necessarily become 
uncontrollable. We have four and one-half 
billions of gold that would have to be driven 
out of the country or into hiding, and the 
Federal Reserve System would have to be 
driven out of business, so far as regulating 
currency or credit is concerned. Currency 
issued outside of the Federal Reserve System, 
as for instance in the form of greenbacks or 
Silver or national bank notes, simply dis- 
places that much Federal Reserve currency 
and would not increase the amount of cir- 
culation outstanding until the Federal Re- 
Serve currency and the gold were entirely 
displaced. 


He alse 


Meanwhile the bond market including the 
market for United States bonds, the savings 
banks and the insurance companies and the 
whole fabric of investment would be seri- 
ously menaced and if inflation proceeded fur- 
ther would be practically destroyed. This 
would produce a deflation much worse than 
anything we have so far suffered before any 
inflationary effects could be felt. Inflation 
by this process could not accomplish any of 
tke results desired by the inflationists within 
probably a couple of years and then only at 
an appalling expense to our whole economic 
system. As Walter Lippmann has said, cur- 
rency inflation “is not worth monkeying 
with.” 


Federal Reserve Policies 

In my opinion, deliberately planned credit 
inflation could not make a much better show- 
ing. The Federal Reserve System has already 
gone to very extreme lengths in the purchase 
of government securities and in the cheapen- 
ing of all short time money rates without 
apparently having much effect on the long 
time rates which should be lower but which 
cannot be lower until general confidence is 
restored and until the investing public can 
feel sure that all inflationary ideas will be 
defeated. Under the circumstances the bond 
market has been acting very well. Bonds 
would be, in my opinion, considerably higher 
if Congress were to adjourn not to meet 
again until December. 


When statements were made by persons 
high in authority in 1930 and early 1931 that 
all we needed for recovery “was return of 
confidence” the statements were decidedly 
premature. There was too much confidence 
in 1930, but since the fall of 1931 when our 
real panic began, and particularly since the 
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are given five years. In short the changes 


passage of the Glass-Steagall Act in early 
1932 the statement has been largely true and 
it seems to me that it is particularly true 
today. Confidence has been gradually return- 
ing since the low point in July, 1952, but 
with too many setbacks. Banking difficulties 
were greatly slowed down and seemed to 
have been almost stopped only to break out 
again in such cities as St. Louis and here 
and there in smaller cities and towns. 


Glass Banking Bill as Passed by the Senate 


My own opinion is that if the Glass bank- 
ing reform bill had been passed last May 
with the branch banking feature as it stood 
in the bill at that time, so as to provide for 
consolidations of banks anywhere within 
state lines, we would by this time have made 
considerable progress towards restoration of 
confidence and the restoration of bank de- 
posits. Even in its present form the bill will 
be helpful and apart from the possibilities 
in the bankruptcy bill is perhaps the most 
hopeful proposition before Congress at the 
present time. Banks have naturally objected 
to some of its drastic features with relation 
to security affiliates and investments but its 
main purpose has been well described as an 
effort to require national banks and member 
banks to devote themselves more to 
commercial banking and less to investment 
banking and to refrain from financing run- 
away speculation whether in stocks or in real 
estate or in commodities. As finally passed 
in the Senate it is shorn of many of the 
drastic restrictions and requirements that 
aroused the opposition of the American 
Bankers Association when it was first intro- 
duced a year ago. Several whole sections 
have been eliminated and others have been 
considerably modified. The investment sec- 
tion which has aroused considerable com- 
ment does not become effective until after a 
period of five years, and security affiliates 


state 


required are to be gradual and most of them 
it seems to me are wholesome. 
Stimulating Banking Consolidation 

The Federal Liquidating Corporation 
which occupies about thirteen pages of the 
bill seems to me to be workable and the con- 
tributions from the Treasury, from the Fed- 
eral Reserve System and from the member 
banks I think are moderate. Members of the 
Senate Banking and Currency Committee 
who championed this section believe the cor- 
poration will earn dividends for the member 
bank stockholders. At any rate, unless some 
such corporation is organized the threat of 
guarantee of bank deposits will become im- 
minent again. 

To sum up, the bill is on the whole a good 
and should be promptly passed in the 
House of Representatives. Undoubtedly it 
could be improved by some amendments but 
I do not think that any material amendment 
is necessary. Some of the sections including 
the branch banking section ought to be put 
to work as promptly as possible. Doubtless 
a commission could further amend- 
ments to our banking laws, but I doubt very 
much whether the net result would be any 
more satisfactory to the banks than the pres- 
ent bill is. For instance, segregation and 
separate investment of savings accounts was 
contained in one of the sections of the orig- 
inal Glass bill but was eliminated because of 
the objection of numerous bankers. In my 
opinion, such a requirement is pretty likely 
to be made at some time and should be made. 

Restore confidence in banks and plenty of 
purchasing power for revival will make itself 
felt. Most of the necessary adjustments to 
a lower level of prices have probably been 
made, and the stage is set for a turn upward 
as soon as the people can get rid of political 
interference and the vendors of quack eco- 


one 


suggest 


nomic nostrums. 
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Statement of Condition 
December 31, 1932 


RESOURCES 
Cash on hand in Federal Reserve Bank 
and Due from Banks and Bankers . $16,004,707.21 
26,425,472.99 
7,745,739.60 
450,000.00 
34,468,650.97 


U. S. Government Securities . 
Other Bonds and Securities 

Stock of the Federal Reserve Bank 
Loans and Discounts 


Customers’ Liability on Acceptances (Ex- 
clusive of Acceptances Discounted 


and Anticipations) 3,241,148.11 


Acceptances of Other Banks and Bills of 
Exchange Sold with our Endorsement 


415,020.03 
541,608.34 
$89,292,347.25 


Interest Accrued and Other Assets . 


LIABILITIES 
. $ 7,000,000.00 
8,653,040.57 
1,276,283.87 
140,000.00 
3,511,447.89 


Capital 

Surplus and Undivided Profits 
Reserve for Taxes, Interest, etc. . 
Dividend Payable January 3, 1933 
Acceptances 


Liability as Endorser on Acceptances of 
Other Banks and Bills of Exchange 


Other Liabilities 
Deposits 


415,020.03 
1,308,900.95 


66,987,653.94 
$89,292,347.25 


THE COMMERCIAL 
NATIONAL BANK AND TRusT COMPANY 
offers AMPLE FACILITIES for the banking require- 
ments of every type of business 
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VALUABLE EXPERIENCE WITH COMMINGLED FUNDS 
FOR TRUST ESTATES 


INVESTMENT AND ADMINISTRATION ASPECTS DURING DEPRESSION YEARS 


GEORGE C. BARCLAY 
Assistant Vice-president, City Bank Farmers Trust Company, New York City 


(Epitor’s Note: Operation of various types of commingled or composite trust funds, 
especially in view of the severe tests of deflation, is a matter of keen interest to trust officials 


because of lessons that are applicable to investment of trust funds generally. 


Mr. Barclay 


discusses results not only from the various classifications of commingled funds established 
by the City Bank Farmers Trust Company, which was the pioneer in this extension of trust 


service. 


He also bases his views on responses lo a questionnaire addressed to other trust 


companies which operate such funds. The conclusion is supported that the commingled fund 
has become a permanent feature of advanced trust service and is destined to become increasingly 
acceptable to the public.) 


HE need of a plan by which the assets 

ff small trusts could be invested on a 

-ooperative basis has been evident tor 
some years. The difficulty was to work out 
a practical method. The first satisfactory 
mingled fund was, if I am not mistaken, City 
Bank Farmers Trust Company’s Plan of Uni- 
form trusts, evolved nearly four years ago, 
but it was not intended nor suitable for trust 
estates. In 1930 came our City Farmers 
Fund (C), Ine., designed for trusts only and, 
I believe, the first of this type. 

A number of other composite funds of both 
types were created beginning about 1929 by 
various trust companies. <A year ago, I un- 
derstood there were fourteen separate fundus 
then being managed by seven different insti- 
tutions. The time that has elapsed makes it 
possible to obtain at this moment a fairly 
good picture of the degree of success which 
the mingled fund idea has met; and the fact 
that the existence of all of them has coin- 
cided almost exactly with the depression and 
the downward march of securities since 1929 
makes doubly interesting an analysis of how 
the various mingled funds have stood the 
severest test of financial history. 


Various Types of Mingled Funds Established 

It is essential to clearly distinguish the 
two general classes of mingled funds. One 
class is intended for the management under 
trust company supervision of the property of 
individuals during their lives, usually through 
a fully revocable separate trust instrument 
or participation in a large trust fund. Of 


this nature are the Brooklyn Trust Company’s 
Composite Fund, Irving Investors Manage- 
ment Funds A and B, Old Colony Trust Com- 
pany’s Agency Fund and City Bank Farmers 
Trust Company’s Plans of Uniform Trusts 
A and B. The other class is that in which 
the normal type of trusts may participate. 
Funds of this nature are Fund A of the Equit- 
able Trust Company of Wilmington, Dela- 
ware, The Guaranty Trust Company of New 
York’s Fiduciary Fund Corporation and City 
Bank Farmers Trust Company’s City Farmers 
Fund (C), Ine., all of which contemplate a 
general investment policy; Fund B of the 
Equitable Trust Company of Wilmington, 
which is limited to legals; the new Trust 
Plan A of the First Trust Company of St. 
Paul, which is confined to bonds, though not 
necessarily legals; and Irving Investors Fund 
C, Ine., and The Old Colony Trust Company 
of Boston’s Stock Fund, both of which are 
limited to common stocks. 


I will confine myself to the second type, 
namely, the funds open to participation by 
the usual living, life insurance and _ testa- 
mentary trusts. The problems of these trusts 
are at the moment of more importance than 
those of individual investors, which though 
vital in the long run from the broad social 
viewpoint, are probably not of such immedi- 
ate concern to most trust companies, 


In order to get as complete a picture as 
possible of the experience of those institu- 
tions which have created mingled funds of 
the second type, I wrote to the four other 
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trust companies which in addition to my own 
have been operating them, asking for such 
information as seemed pertinent to such an 
analysis. Unfortunately all the funds are 
not comparable, but the various institutions 
courteously responded as far as they could 
and I am therefore fortunate in being able 
to present an analysis of experience which is 
not confined to our own; although naturally 
the larger part of my data relates to our 
Fund C. 


Fundamental Purpose of Commingled Funds 

Before going on with the experiences, how- 
ever, I think it would be well to review briefly 
the fundamental purposes of commingled 
funds and the diverse forms in which they 
are found. There can be no doubt that every 
trust man has worried more over the invest- 
ment problems of his small trusts than over 
those of his large ones in an almost inverse 
ratio to their size. It will not do to invest 
them entirely in United States Government 
Bonds. The beneficiaries will object to the 
low interest yield, and properly so. The 
same is true of municipals. Mortgages have 
yielded much greater returns, but recent ex- 
perience has brought out their serious lack 
of liquidity. Bonds of railroads and utilities 
have proved generally suitable but the pres- 
ent values of some bonds that are still legal 
is to say the least deplorable. Preferred and 
common are out of the question for 
small trusts. 


stocks 


And yet, each of these various types of 
securities has a function in what we like to 
call the ideal investment policy. Each has a 
place in a portfolio large enough to accommo- 
date all and to permit spreading the risk of 
inherent in the less conservative types 
raising the average yield of the more 


loss 
and 
stable ones. 
is to sueceed, the fund must be constantly 
managed so that the proportions of different 
classes of securities may be shifted from time 


But if such an investment policy - 


to time to conform to changing conditions. 
It is vitally necessary to avoid stagnation of 
investments. 

There seemed only one way of giving di- 
versification and a fair return to small 
trusts, and that was by combining their as- 
sets for investment purposes. At the same 
time the problem of management was simpli- 
fied, for a large fund can be watched from 
day to day where a series of small trusts 
can only be reviewed at intervals. These are 
the basic thoughts behind the mingled fund 
idea. 

Simplification of Investment Problems 

It is perhaps trite to say that the primary 
duty of a trustee is to his trust beneficiaries 
but it is something that must never be for- 
gotten. We in City Bank Farmers Trust 
Company believe that the essence of trustee- 
ship is the care and management of the prop- 
erty of others with an eye single to their 
welfare. We also believe that the quality of 
our management can be enhanced by apply- 
ing the insurance principle of spreading the 
risk of loss through a large investment fund, 
while at the same time each trust retains in 
every other respect its complete individuality. 
Thus the mingled fund idea justifies itself 
to us from the standpoint of our highest 
obligation. That being so, we can properly 
take satisfaction that at the same time it 
helps solve some of our own internal prob- 
lems. 

There is to begin with the simplification of 
the problem of investment review. It is one 
of the hardest problems, esnecially in a large 
trust company, to keep following the chang- 
ing developments of the thousands of corpo- 
rations and other entities whose securities 
rest in our vaults. The more we ean con- 
centrate on a few securities the betcer we 
will be able to keep up to the minute on all 
of them. The fewer items there are in an 
individual trust the better and quicker re- 
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view we can give, and the sooner the trust 
"an come up for the next review. The mingled 
fund can be given a daily review; this is not 
only an advantage to the participating trusts 
but it increases the frequency with which we 
are able to review those not participating. 
Thus we can improve our service without in- 
creasing our staff. 

We have not kept any records to show 
the amount in dollars and cents saved by us 
by our fund. Nevertheless the savings are 
self-evident. With many securities held in 
the name of one fund instead of a few securi- 
ties held in each of many trusts, the opera- 
tions expense is greatly reduced—coupons 
are credited to one account, purchases and 
sales go through on single tickets, maturities 
and redemptions are handled as a unit, and 
in general the bookkeeping, records and paper 
work are substantially diminished. All these 
advantages from the trust company’s stand- 
point will be obvious to you and they are apt 
to make the difference between a profit or a 
loss on the operations of a small trust. 

Mingled funds have been developed in 
many forms. Our Fund C is a corporation. 
We found that easily the best set-up from an 
administrative standpoint. The tax problem 
was essentially solved by issuing debenture 
income bonds (the interest on which is de- 
ductible from gross income of the corpora- 
tion in calculating the federal corporate in- 
come tax) as well as stock. We cannot avoid 
a tax on capital gains of the corporation but 
that problem has not bothered us as yet! 


Favorable Experience With Corporate Form 

I think that if it is legally available the 
corporation form will generally prove more 
satisfactory than any other. This belief is 
based on a comparison between our incorpo- 
rated Fund C and our uniform trusts. In 
the latter case the fund has no separate legal 
significance. It is the aggregate of the assets 
of many distinct trusts, created under instru- 
ments which, though identical in form, are 
entirely independent of each other. It is a 
big problem to keep our books so as to reflect 
with strict accuracy the proportionate inter- 
est of each trust in each security of the fund. 
Changes in proportions take place both as 
new trusts enter the plan and as existing 
ones terminate or withdraw. We have had 
over seventy mingling dates in three years 
and on each one of these calculations have 
to be made not only with reference to the 
incoming and outgoing trusts but to all con- 
tinuing groups. 

The uniform trusts do not have specific re- 
maindermen, each trust being payable, on the 
life beneficiary’s death, to his estate. In the 
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usual tyne of trust having both present and 
future interests, the problem of making the 
computations for tax purposes and allocating 
profits and losses between the two conflicting 
parties in interest has seemed to us insoluble. 
In a corporation, it is the entity which makes 
all sales and purchases, takes all profits and 
losses, pays all expenses, ete. (I might say 
at this point that the only substantial ex- 
pense we have had has been the auditor’s 
fee.) Its books are kept like those of any 
corporation. Its are valued every 
Wednesday and the value of each unit of in- 
terest is always the net worth of the corpora- 
tion divided by the total number of units. 


assets 


Essentials in Operation of Mingled Fund 


It is therefore fair to say that our experi- 
ence points decidedly in favor of the corpo- 
rate form. The Old Colony Trust Company 
has adopted and favors a true trust form, 
based on a very large number of lives, which 
in many ways operates similarly to ‘the cor- 
poration. We could not adopt such a form 
due to the New York rule limiting the sus- 
pension of the vesting of future interests to 
two lives—the risk that the two persons chos- 
en might die soon was to» gre t to under- 
take. The Equitable Trust Comp iny of Wil- 
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mington has created its funds on the same 
general theory as our uniform trusts, though 
considerably modified. Gilbert T. Stephenson 
is entirely satisfied with them but I person- 
ally believe he would run into serious ad- 
ministrative difficulties if it were not that he 
limits his mingling dates to four per annum 
as against our twenty-four in the uniform 
trusts, so that his accounting problem is 
thereby greatly minimized. We value Fund 
C for mingling purposes every week, fifty-two 
times a year. The Old Colony Trust Com- 
pany values and mingles irregularly, when- 
ever it has trusts ready to participate. 

Trust Plan A of the First Trust Company 
of St. Paul follows the pattern of those of 
the Equitable Trust Company of Wilming- 
ton. Since this new fund is to be confined 
to bonds, even the use of income bonds in 
connection with a corporation would not en- 
tirely eliminate the tax difficulty so that 
there is a good reason for not adopting the 
corporate form. The same is true of Equit- 
able Fund C. 

The forms, therefore, may quite properly 
differ, in accordance with the investment pol- 
icy of each fund and also as the local legal 
situation, especially as to taxes, varies from 
state to state. The essential things in our 
opinion are that the trust company shall have 
no individual interest in the fund and shall 
make no extra charge to the trusts; and that 
there shall be no interference on the part of 
others with the trust company’s management. 

Now to ascertain what have been the pub- 
lic’s reactions to the plan. I will start first 
with our own experience, and must first state 
that as to all mingled funds within my knowl- 
edge, except Equitable Fund B, which is lim- 
ited to legals, it has been found absolutely 
essential for the trustee’s protection to ob- 
tain a specific authorization to purchase an 
interest in the fund before investing the as- 
sets of any trust in it. This is so that no 
question can ever be raised that the trustee 
has mingled trust funds without authority, 
even though such a holding by any court 
may seem far fetched. Because this author- 
ity is needed, the funds are available only to 
new accounts and to amendable existing 
trusts. 


Experience During Depression 
When Fund C was first launched we talked 


extensively about the fund to 
our clients with amendable trusts and to 
our prospective customers and secured a 
surprisingly large number of favorable re- 
plies. As the depression deepened, however, 
we slowed down distinctly in our efforts to 
interest existing clients in the fund in order 
to see just how it would work out under 


and wrote 
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more difficult circumstances. In the early 
spring of this year we became so deeply 
impressed with the favorable investment 
position of Fund C that we concluded the 
time had come to present anew the benefits 
of the fund to our settlors. This was par- 
ticularly desirable in the case of those per- 
sons who controlled the investments of their 
own trusts. 

As a result of our efforts during the past 
seven months, over 50 per cent more trusts 
now participate in Fund C than did in the 
middle of April, and nearly twice as many 
units are outstanding now than at that 
time. The fund's value is more than twice 
as great, and only a small part of this is 
due to the increase in the market value of 
the securities comprising its portfolio. 

We have secured amendments partly by 
personal solicitation and partly by letters. 
In the case of clients living in the metropoli- 
tan district of New York we endeavor to 
have them ¢all for a personal discussion. 
Out-of-town customers can only be reached 
by correspondence. It is hard to say which 
method is the more successful, though prob- 
ably personal contact is somewhat more sat- 
isfactory. We believe form letters are most 
unsuitable and therefore always write a 
letter appropriate to each particular client’s 
problem and personality. 

To date we have approached the individual 
who has power to amend in only about half 
of our amendable trusts and have not ob- 
tained authority to use Fund C in approxi- 
mately 50 per cent of the cases we have 
approached. Unfortunately no other trust 
company has as yet put comparable figures 
together though all report that a satisfactory 
number of amendments have been received. 
No other institution seems to have made as 
concerted an effort to place the plan before 
their clients as we have. 


Participations and Increase in Authorizations 

In the case of new we always 
mention the fund to the prospective client 
if it seems suitable to the purposes he has 
in mind. The results since May 1, 1930, 
have been most favorable. Only 1.3 per cent 
of our living trusts created in 1930, author- 
ized the fund; in 1951 the proportion in- 
creased to 19 per cent. In 1932 the ratio 
has dropped a little but this is largely be- 
cause we have been accepting fewer small 
trusts than heretofore, and the larger ones 
do not need the fund so much. In the case 
of life insurance trusts the proportions of 
new accounts authorizing the trust were 
18 per cent in 1930, 48 per cent in 1931 and 
55 per cent in 19382 to date. This steady 
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TRUST COMPANIES 187 


increase has been most gratifying and has 
been due in part to the interest underwriters 
have taken from the outset in a plan which 
earries out, in a smaller way, the insurance 
principle of investing funds. 


As to wills I can give no figures, for we 
do not draw wills in New York and we often 
do not know anything about them until 
they are filed with us in a sealed envelope. 
When we are consulted as to form during 
the draft of a will, we will suggest Fund 
C if it seems appropriate. We have en- 
deavored to familiarize lawyers in New York 
with the plan. 

Mr. Stephenson’s experience with his new 
trusts in the past two years has been even 
more remarkably successful. He tells me 
that participation in Equitable Fund A has 
been authorized by SS per cent of all un- 
funded insurance trusts, 82 per cent of all 
other trusts, and 74 per cent of all wills (of 
whose contents his institution has knowledge ) 
which have been executed since July 1, 1930. 
This is truly an extraordinary evidence of 
the appeal of the mingled fund idea. No 
other trust company having a composite fund 
has prepared exactly comparable data, but 
the Old Colony Trust Company puts the 
authorization in its printed forms of living 
and insurance trusts and is not aware of any 
case where the forms have been used and 
authority not given. This bank also says 
that where it has had an opportunity to 
make suggestions as to the form of wills, the 
clause has always been adopted. 


Yield and Investment Experience of 
Mingled Funds 

I will now give you some data on the in- 
vestment experience of mingled funds. Nat- 
urally here is their principal reason for 
existence and if they have not shown up well 
in this respect, our efforts will have fallen 
far short of success. 

There is no published index to my knowl- 
edge with which a composite fund having a 
broad investment policy compared 
because none includes all the various types 
of securities in such a fund. The best com- 
parison naturally would be with an average 
of experience with specific trusts. The labor 
of keeping such a record, however, makes in 
impractical so we have had to create an 
index of our own, as fairly as we could, to 
check our management of Fund C€ on a 
declining market. This private index is a 
weighted average of cash, bonds and common 
stocks, representing respectively 35 per cent, 
50 per cent and 15 per cent of the total 
starting value of the index. 
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On the basis of 100 on May 1, 1930, this 
index fell 34144 per cent to June 1, 1932, and 
24.7 per cent as of today. Our Fund C suf- 
fered a maximum depreciation on June 1, 
1932, of 321%, per cent. The present day 
depreciation is about 24 per cent. Another 
mingled fund had a maixmum drop last 
summer, in slightly less than two years, of 
51% per cent and at the present time of 41% 
per cent. This particular fund has always 
held a much larger proportion of preferred 
and common stocks than ours. For still an- 
other the figures are 31 per cent last sum- 
mer and 19 per cent now. ‘The results in 
those funds which are limited to common 
stocks are, of course, not comparable. 

I think you will agree that on the whole 
these results are reasonably gratifying in 
the light of what has happened to invest- 
ment values generally since 1929. I can say 
that in our own case it ‘has been and still 
is a very difficult job to keep our fund in- 
vested in securities that will fluctuate as 
little as possible and at the same time pre- 
serve a decent income for the life benefici- 
aries, particularly those of the originally 
participating trusts. 

It is impossible to say that any mingled 
fund has yielded an exact percentage of in- 
come during the past two years because the 
participating trusts have purchased their in- 
terests at widely varying prices, as the value 
of a unit of participation has varied. I have 
available, however, figures showing that ‘the 
original yield of most funds was about 5 per 
cent, that the original participants are now 
receiving about 4 per cent on their invest- 
ments, while the yield on present values 
varies from 544 per cent to 634 per cent. This 
wide discrepancy is due to variations of in- 
vestment policy between different funds. 


Questions of Administration 


There is one point on which the manage- 
ments of all mingled funds are unanimous. 
In no case will a trust's entire portfolio be 
sold out, and the proceeds invested in the 
mingled fund as soon as authority is given. 
In every case investments of the trust will 
only be disposed of when and if it seems 
best as to each individual security. A plaus- 
ible argument can be made that if you sell 
and buy in the same market there is a mere 
change of investment form, with the advan- 
tages of diversification, etc., in shifting to the 
mingled fund. The difficulty is that, as has 
been the experience of all of us, many trusts 
now contain securities much depreciated in 
value but still paying their normal interest 
or dividends and which have every reason- 
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able likelihood of recovering in price as busi- 
ness improves. This is particularly true of 
preferred stocks. Unless for fundamental 
reasons such securities ought to be sold any- 
way, it is no fairer to sell them, when they 
yield a high income, and to reinvest in a 
mingled fund at a 5% per cent return than 
it is to reinvest in any specific bonds of a 
similar yield. The life beneficiary will object 
strenuously to any such cut in his income. 

We have at the present moment a number 
of trusts that are wholly invested in Fund 
C, several of these being funded or cumula- 
tive insurance trusts. In our opinion there 
is no reason why all our smaller trusts should 
not eventually be entirely invested in our 
mingled fund—in fact all the logie points to 
that ultimate result, as as conditions 
warrant disposing of the other separate se- 
curities. How far we will follow the logic 
of the situation in practice remains to be 
seen. 

I find, also, that although mingled funds 
are principally intended for small trusts, only 
one institution has any hesitation in present- 
ing the plan to creators of large trusts if it 
seems desirable. We often run across such 
instances. For example, a $300,090 trust 
“an stand by itself, but if it is going to be 
divided on the death of the settlor’s wife 
among six or seven children or other benefi- 
ciaries, then a series of trusts under $50,000 
would arise, probably calling for use of the 
fund. 


soon 


How Objections Are Met 

You will doubtless want to know some of 
the questions which are raised about mingled 
funds and the answers we have been able to 
give which have removed the objections. 
Many persons, especially settlors who con- 
trol investments, take the stand that they 
are perfectly able to manage their own finan- 
cial affairs and see no reason for relinquish- 
ing it to the extent of investing in a fund 
over which we have sole control. Our reply 
is to point out that the settlor need not use 
it during his lifetime but should think of the 
situation that will exist after his death and 
should amend now so as to have the fund 
available, if needed, after his death, for the 
benefit of his wife and children. Others be- 
come very much confused over the form of 
the fund. It is a bit startling to be asked to 
convert your prime bonds into debenture in- 
come bonds and common stock of an unknown 
company. This is a disadvantage of the cor- 
porate form but sufficient repetition of the 
statement that the form is as it is for tech- 
nical reasons, and that the substantial ad- 
vantages are what count will ordinarily over- 
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come this natural but wholly groundless ob- 
jection. 

It has also been objected that investments 
in the fund are non-liquid. A complete reply, 
in the case of our Fund C, is that the cor- 
poration is ready every Wednesday to re- 
purchase units so that there can never be 
more than six days to wait. And as the value 
of a unit is a composite of the values of all 
the securities in the portfolio, a fair price 
will be received. When one recalls the total 
absence of a bond market in the true sense, 
a year ago, with spreads of 5 to 30 points 
between the bid and asked prices for recog- 
nized issues, perhaps Fund C is the more 
liquid of the two! 

Oddly enough some people are scared to 
death that we will place all their trust assets 
in Fund C. We even have two or three trusts 
where authority to invest in the fund is 
limited to a given percentage of the value of 
the trust. Of course this is an expression of 
the fear of putting all the eggs in one basket 
and is due to a complete failure to under- 
stand the purpose of the fund. The best 
reply here is to state quite frankly that this 
is a possibility and may well be the very 
best thing for the trust, explaining again the 
advantages of diversification and constant 
management. 


Demonstrating Soundness of Plan 
Many persons react violently against the 


fund because they say it is really only an 
investment trust and they have had their 
own unpleasant recent experiences with such 
trusts. Mr. Stephenson says that this is the 
most difficult objection he meets. It is not 
always easy to make clear to such people 
that the basic principles of the investment 
trust are sound and have been so proved by 
the experience of many years of the British 
and Scottish trusts; and that any losses they 
(the objectors) may have sustained have al- 
most certainly been due to a faulty applica- 
tion of or variation from these principles or 
to bad management. Perhaps the best an- 
swer to this objection is that Fund C is now 
not only one of our regular services, created 
for the benefit of our clients, but in our 
opinion one of the very best features of our 
institution, and that if the client or prospect 
has sufficient confidence in us to leave his 
property in our charge he certainly should 
make available to us all methods possible to 
aid us in carrying out the trust to the best 
of our ability. 

There are of course individuals who are 
impossible to convince, such as the man who 
wants nothing but municipals and the woman 
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TRUST NEW BUSINESS: WHAT OF THE FUTURE? 
REVISING METHODS OF APPROACH AND SOLICITATION 
MATHER M. RICHARDSON 


(Epitror’s Note: The author of the following article has been associated with the trust 
new business departments of several of the large trust companies in New York and has 
devoted several months to studying the effect of business depression on the policy of banks 
and trust companies as to developing new business for the trust department. He finds that 
intensive, strong-arm methods no longer are effective; that the field of prospects must be more 
carefully surveyed, that salesmanship must be more readily adapted to individual requirements 
and consultant aspects.) 


HE new business operations of many 

banks and trust companies have been, 

for some time past, in a state of flux. 
After the somewhat unrestrained activities 
of two or three years ago, executive officers 
have been wondering what they are going to 
do next. Even where some sort of policy 
for the future does exist, it is, one fears, 
more negative than positive. The only fact 
which stands out, is the need for a reconsid- 
eration of the whole question, so that future 
activities may profit from the experience 
gained during the recent period of abnormal 
prosperity. 

Let us say at once that the basis of the 
new business department of the future, must 
be a comprehensive trust service for cus- 
tomers and prospects who have a need for 
it, administered with economies’ which, 
though they must be striking as compared 
with past expenditures, are possible of 
achievement. To receive consideration from 
the executive, the budget must reveal a close 
parallel between cost of acquisition and the 
amount of new business which may reason- 
ably be anticipated. 


Revising Methods of Approach 

As one looks ahead, the first question to 
arise is the extent to which trust service 
can be offered by mail, by advertising, and 
by personal contact, without offense to the 
susceptibilities of a bank customer or a 
prospective client. The question has already 
been partly answered. Starting roughly, five 
years ago, most of the banks took the plunge 
and began to make a direct appeal for ap- 
pointment under wills and trusts. Inevitably 
there were some mistakes in administration 
and in contact with customers. Such short- 
comings should be fairly easy to avoid in 


future, and in any case they appear unim- 
portant when compared with the great bene- 
fit derived by the public as a whole and the 
large amount of new business secured for 
the banks. 

With regard to the hesitation with which 
some banks have in the past approached 
their customers on the subject of personal 
trust service, a parallel may be observed in 
the somewhat astonishing development in 
this direction in London, where, until very 
recently, tradition has ruled that none but 
a relative or the family solicitor was a suit- 
able person to name in a will. As a result of 
more liberal legislation, all the leading banks 
have now, through a wholly owned subsidi- 
ary, been granted complete trust powers, and 
dignified advertisements appear in the news- 
papers drawing attention to the advantages 
of a permanent executor and trustee. 

Direct mail solicitation brings up the 
question of economy, which seems to lie 
chiefly in the restricted use of mailing lists. 
Personal fortunes have undergone such a 
radical adjustment, that it would probably 
be difficult even for the agencies that spe- 
cialize in them, to compile a list of names 
that would mean very much. And we must 
remember, it is not the initial letter but the 
machinery which provides for follow-up by 
mail and by personal calls which cuts such 
a hole in the budget. The time and the 
money spent on the careful selection of 
names, have their reward in the reduction 
of unprofitable solicitation to a minimum. 
Many banks make a practice of sending their 
trust literature to all their depositors, where- 
as research would disclose that the message 
it contains will be of interest to a relatively 
small percentage of them. Experience has 
shown indubitably that one obtains the best 
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results ‘by concentrating all the efforts of the 
department on individuals whose financial 


circumstances and family responsibilities (as 
disclosed by the information at the bank’s dis- 
posal) indicate a real need for trust service. 


Trust Representative as Consultant Rather 
Than Salesman 

The standard of trust advertising today is, 
generally speaking, so dignified and enlight- 
ening, that the only problem its mainte- 
nance presents is that of earmarking just 
the right proportion of the general adver- 
tising fund, to trust department activities. 
This brings us to the type of man who will 
make a worthy representative of his bank 
in making personal contacts. In public dis- 
cussion of the subject from time to time, 
trust officers have set a very high standard, 
and, without doubt, the selection of these 
men in future will receive much greater care 
than was possible in the boom years. Intense 
business activity made the supply from which 
recruits could be drawn, very limited, and 
one cannot avoid the suspicion that many 
of those selected were sent into the field with 
but scant preparation for a job requiring 
such special qualifications. 

The trust representative is engaged in 
offering a service of the highest type; he 
must be a salesman without appearing to 
be one, his réle being more that of consultant. 
But, to present his case properly, the repre- 
sentative must during his business experience 
have learned the art of selling. For the sake 
of the bank, it is obvious that he should not 
gain his experience by practicing on the 
bank’s customers. It is desirable of course, 
that a man should get the feel of his bank 
and pick up as much information from the 
administrative side as possible. 

Some banks make it a practice to have a 
new man spend three months on the inside. 
In the absence of previous trust experience, 
he will naturally receive special 
in his duties from the head of the depart- 
ment and, until he gets his sea legs, will 
probably make his first calls accompanied by 
an experienced representative. For his own 
sake no than his employers’, after a 
reasonable length of time has elapsed, the 
man’s work should be reviewed and his proxg- 
ress considered. The fact that his progress 
has not been satisfactory, need imply no re- 
flection on the man’s abilities as many men 
are temperamentally unfitted for work of 
this character; but he had better be trans- 
ferred to some other department where his 
time will be more profitably employed. 

Many of the larger banks have organized 
estate planning departments, whose construc- 
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tive suggestions have proved of the greatest 
help to their customers in solving estate prob- 
lems, and to the representative in securing 
business for the bank. The cost of such a 
service however, is considerable, and prob- 
ably in future it will be restricted to cases 
where the estate involved is substantial and 
where there is at least a reasonable chance 
for business to accrue. In short, it seems 
likely that the department of the future 
which wil. pay, will devote its attention. 
both inside and out, to a much more highly 
selected list of prospects than has hitherto 
been the custom, and that so far as the need 
for trust representatives is concerned, there 
will be fewer of them but the standard will 
be higher. 

It is idle to comment upon the difficulty 
in securing business of any kind today, and 
trust business is no exception. The man of 
affairs seems stunned by the problems he has 
to face in his commercial activities, and 
though conscious of the poor judgment thus 
disclosed, seems unable to force himself to 
face the music and put his own house in 
order. It is, however, reasonable to believe 
that with signs appearing of a return to 
more normal conditions, the present mani- 
festations of fear and hesitation will soon 
pass away and that the flow of new business 
will be resumed. The important point to 
emphasize is that today, thanks to the intelli- 
gent efforts of the banks and trust companies, 
the average man and woman of means are 
definitely “trust minded,’ and this attitude 
has been accentuated—perhaps all uncon- 
sciously—by the knowledge of the security 
enjoyed by beneficiaries under trusts now 
being administered, in spite of the prevalent 
hard times. The bank or trust company 
which, instead of waiting for the arrival 
of normal prosperity, begins now to lay its 
plans to serve, will be well advantaged. 
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A “SALES-MINDED” BANK STAFF 

The management of the Barnett National 
Bank of Jacksonville, Fla., believes in en- 
listing all of its officers, directors and em- 
ployees in the development of new business. 
Stephen H. Fifield, assistant vice-president 
of the bank, reports that every director, offi- 
cer and employee produced some new busi- 
ness during the past year. 


The First State Bank & Trust Company 
and the First National Bank of Rio Grande 
City, Texas, have been consolidated under 
the title of the First State Bank & Trust 
Company with capital of $50,000. Horace P. 
Guerra is president. 
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Solve three 1933 Problems 


Faster... Stronger... Easier to operate 


This Improved Remington has 
four new power driven operations, 
(making a total of eight). New rein- 
forced carriage. New stream-lining. 


Get more facts...quicker...more often 


Under present day conditions — with 
more customers taking longer to pay — 
with collections 25% harder to secure — 
with smaller margins of profit, executives 
must exercise closer, daily control. 


These conditions demand more figure 
facts—gathered more often, and at lower 
cost. To meet these demands, Remington 
Rand has designed an Jmproved Electri- 
fied Accounting Machine. Its new speed 
and strength—its extra conveniences—en- 
able your present force to get out more 
information in the same time. 


This latest model Remington gives you 
power driven tabulator back spacer 
. shift key . and date key. In addi- 
tion, the alphabet ... numerals... line 
spacing ... and carriage return, are elec- 


trified as before. The carriage has been 
strengthened to stand many extra years’ 
wear. A completely new tabulating me- 
chanism insures proven accuracy. 

The Improved machine is easy to oper- 
ate. Why? Because it has standard key- 
board—ten numeral keys—a practical front 
feed—full visibility—scientifically correct 
location of all devices. 


The Improved Remington has the larg- 
est number of genuinely automatic feat- 
ures, on any one accounting machine. It 
is easily adapted to any method of book- 
keeping. Let us prove that your business 
needs this Improved machine, and needs it 
now! <A free demonstration places you un- 
der no obligation. Write for it today! Ac- 
counting Machine Division, Remingtor 
Rand Inc., Buffalo, N. Y. 


I mproved Remin gton Electrified 


Accounting Machine 
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MAKE “LAST-MINUTE” 


INFORMATION 
INSTANTLY AVAILABLE 


When customers call up—or come in—Burroughs Simplified Trust System 
enables the trust officer to supply any information desired, instantly, be- 
cause this new, simplified accounting plan keeps all the details of every 
trust, as well as the records of the trust department, right up to the minute. 
This and other advantages listed below are always available with the 


Burroughs Simplified Trust System. Compare them with your present plan. 


1 Adaptable to any type of trust. 6 Gives absolute control of every 
2 Simple enough for any book- trust and every transaction. 


keeper to operate. 


- 


Gives a daily automatic balance 


Plain enough to be understood of each trust and the entire 


by every person in the trust de- 
partment. 


Flexible enough to provide for 
unlimited expansion. 


Inclusive enough to handle any 
conceivable type of trust trans- 
action as a matter of routine. 
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trust department. 


Supplies information for audits, 
court reports, annual state- 
ments, income tax, etc., elimi- 
nating special analyses. 


Easy to install as well as inex- 
pensive to operate. 


BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICH, 


BURROUGHS 


SIMPLIFIED TRUST SYSTEM 





T CAN BE DONE TO IMPROVE THE REAL ESTATE 
MORTGAGE SITUATION 


EMPLOYING STAGNANT SUPPLIES OF CREDIT AND CASH 


HOLMAN D. PETTIBONE 
President, Chicago Title and Trust Company 


(Epitor’s Note: Mr. Pettibone is recognized as one of the country’s foremost authori- 
ties on real estate and mortgage loan matters. In the following article he takes a constructive 
position and after segregating facts and figures, submits some practical steps which should 
also interest trust men in solving their own problems arising from mortgage and real estate 
assets in trust accounts. Mr. Pettibone urges particularly the employment of excessive sup- 
plies of cash and credit, whether held in banks by depositors or otherwise to provide real estate 
with its greatest need, namely real estate credit.) 


URING the past year there has been 

a great accumulation of statistics 

having to do with declining rents, de- 
clining occupancy, increasing rent delinquen- 
foreclosures, stagnation in real estate 
sales, excessive and unpaid taxes. Possibly 
we have become so surrounded and engulfed 
with statistics that we have not found time 
to digest them, throw them off and acquire 
a clear look or perspective ahead. I shall 
therefore attempt to pigeon-hole temporarily 
a few major facts and factors and consider 
what can be done to improve the real estate 
business and mortgage situation. 


cies, 


Excessive cost of government, reflected in 
heavy taxes, is receiving attention all over 
the country. Political parties, chambers of 
commerce, trade organizations, even the un- 
organized public—all are more alive today 
to the cost of running the government than 
they have been at any time heretofore within 
the experience of the business men of today. 
If this cumulative effort is continued vigor- 
ously; if all of us continue to emphasize the 
necessity of more efficient organization of 
government functions, of eliminating unneces- 
sary governmental activities, of insisting on 
governments keeping within their income, 
then we ean look forward to a steady decline 
in the cost of government for the next sev- 
eral years and this will be translated into 
lower taxes, particularly on real estate. 


Rents and Occupancy 


There is some irreducible minimum in 
rents and occupancy. In agriculture we hear 
of farms which are “marginal producers.” 


This means that even under the most fa- 
vorable conditions these farms barely make 
expenses. When, for any reason, conditions 
are not at their best, these farms are the 
first ones to be forced to quit operations. 
This same rule respecting marginal produc- 
ers applies to buildings. When a _ property 
ceases to earn enough to pay the expenses of 
its operation, that property has reached its 
irreducible minimum and unless the deficit 
is made up by the owner that property must 
cease to function. Thereupon, it is withdrawn 
from competition with other properties. The 
immediate effect is to force tenants into other 
properties at prices which enable those prop- 
erties to function. While the owner of the 
closed property derives no benefit or enjoy- 
ment out of the situation, we are taking a 
broad view and finding therein a point of 
balance. 

We see that while certain properties are 
destroyed, yet in that destruction others are 
saved. A similar formula applies to homes. 
Don’t let anyone insist that rents or real 
estate have no bottom. As we study indi- 
vidual buildings today we are able to form 
some judgment as to the extent to which 
rents and operating expenses can be further 
reduced. Up to now taxes have been a dis- 
couraging factor but we look forward to 
relief. Other operating expenses, generally 
speaking, have been reduced substantially 
with possible exceptions where organized 
groups have prevented, for the time being, 
an appropriate adjustment of wages. 

There is no use fooling ourselves about 
artificially sustained wages. They must be 
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adjusted to bring them in balance with earn- 
ings of other groups of wage earners. When 
the operating expenses have been cut to a 
minimum and there is some proper relation- 
ship in the basic rent for each rentable unit 
in comparable buildings, we know that the 
bottom has been reached. If we are not at 
that point now it is safe to say that we are 
not far from it. Notwithstanding the diffi- 
culties which today confront appraisers, it 
is entirely feasible to reach a conclusion that 
a specific parcel of property is going to con- 
tinue to operate and that it will continue to 
show a sufficient net profit to justify a cer- 


tain mortgage loan. Fortified with exact 
knowledge it is incumbent upon realtors to 


convince the public and the financial insti- 
tutions that sound loans can be made today 
with as much assurance as at any time and 
that the only problem is to have the amount 


of the loan and tthe value of the property 
in proper ratio. Nothing has happened 
which has swept aside the mortgage as a 


permanent and important feature of the na- 
tion’s capital structure. 

In these days one might think the real 
estate business had been renamed the “fore- 


closure business.” Almost every maturing 
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mortgage today goes into at least a technical 
default in the sense that it is not paid when 
due. Unless the borrower and the lender 
can arrange an extension, foreclosure results. 
Fresh funds even when available at all, do 
not cover the present mortgage debt and the 
debtor cannot reduce his mortgage to the 
point required by a new lender. All of these 
same things have happened in the stock mar- 
ket and the overburdened debtor has been 
sold out painlessly and with no commotion. 
There was no torch light parade, no gather- 
ing of neighbors to prevent the sale, no 
ecurt countenancing unlawful delays. The 
stock market debtor “took it on the chin,’ 
and, resigned to his fate, has gone about 
the ‘business of a fresh start. 

If it be said that the stock market debtor 
was a speculator may it not also be said 
with equal truth, that a substantial number 
of owners of real estate were speculators? 
Many of the larger enterprises were clearly 
speculative from their inception. But mort- 
gage debtors, unfortunately, have all been 
put in one category under existing law and 
every mortgage borrower is surrounded with 
safeguards. A foreclosure suit in equity and 
an equity of redemption are safeguards 
against sudden loss of mortgaged real estate. 


Cost of Foreclosure 

We hear of excessive costs of foreclosure; 
fees of lawyers, masters in chancery, receiv- 
ers, bondholders’ committees and the like. 
There have been and there are now exces- 
sive charges in some cases. But isn’t it 
vious that many of the expenses are merely 
the price of these so-called “safeguards”? 
And is it not equally apparent that the 
dramatization of foreclosure difficulties, the 
erection of additional hurdles for the lender 
to jump, have a tendency to make mortgage 
money harder to obtain and more expensive? 
Why not face the fact that it is the engine, 
not the engineer, which is at fault? An anti- 
quated engine is wasteful; so is an anti- 
quated foreclosure law. 

If it is socially desirable to encourage home 
owning (and it is) why not classify proper- 
ties? Let a home owner get more than the 
usual protection accorded a debtor, and pay 
extra for the protection, if mortgage money 
is hesitant. But there is no reason why the 
owner of a twenty-story building should have 
inflicted upon him, or be unnecessarily pro- 
tected by, a foreclosure law which makes it 
impossible for him to obtain mortgage money 
at reasonable cost. The difficulty and ex- 
pense of subjecting mortgaged property to 
the satisfaction of the mortgage debt is 1 


ob- 
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vital factor in the amount of available mort- 
gage money and its cost. 

The great bulk of mortgage lenders do not 
want the mortgaged property: all they want 
is to recover the money loaned with some 
interest. In special cases an intelligent, ex- 
perienced mortgage holder will give the mort- 
gage debtor great consideration. He _ will 
recognize the value to the property of the 
continued interest and superyision of an 
owner who has pledged his credit. Hired 
management is never a substitute for the 
constant attention of an owner who has his 
fortune at stake. 

The fair owner, the man who has put his 
full credit behind the loan, the man who 
is willing to work and to cooperate with the 
lender, should be given every consideration, 
but a debt executed by a dummy or by an 
irresponsible building corporation in which 
the real owners have but little or no money, 
is not entitled to any such consideration un- 
less the present owner is willing to put his 
full credit behind the enterprise. The man- 
ner in which different mortgage 
debtors now conduct themselves will have 
some bearing on the attitude of future lend. 
ers and possibly some bearing on future fore- 
closure laws. 


classes of 


Improving Credit Conditions as Affecting 
Real Estate 

That concludes the pigeon-holing. Let us 
now consider what we can do to improve the 
real estate business. 

During the past two years 
hearing much about eredit. Frozen credits 
bank failures; frozen credits made 
business stagnant; frozen credits have on the 
one hand, either interrupted or impaired the 
functions of government, and on the other 
hand, have been the occasion for government 
participation in business to a greater extent 
than heretofore. All done on 
credit; without credit there can be little 
business activity of any sort. Do we realize 
the extent to which the real estate business 
is dependent on credit? 

How many real estate has any 
realtor made for an all cash consideration, 
no mortgage, or deferred payments being in- 
volyed? Commissions made on such sales 
are so small compared with the total in- 
volved in all real estate transactions as to 
be negligible. There can be no real estate 
business without credit. It must then be 
our common task to obtain real esta'te credit. 

During the national anti-hoarding cam- 
paign in the spring of 19352, members of the 
Chicago Real Estate Board organized and 
directed the efforts in Chicago to get money 
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in Minnesota 


STATES needing probate or 
other attention in Minnesota 
will be economically and expertly 
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your Northwestern trust business 
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out of hiding. They were thinking then pri- 
marily of saving the banking situation. 
Which is merely another way of saying they 
were attempting to prevent further freezing 
of credit. 


Mortgage Company Formed to Supply Loans 

The Reconstruction Finance Corporation 
was formed to supply credit. It has sup- 
plied funds to banks, insurance companies, 
railroads and others. During part of 1932, 
important parts of the mortgage situation 
were at a standstill. No progress could be 
had in a major way because of the lack of 
funds with which to hold foreclosure sales. 
We all understand that on the day of the 
foreclosure sale, generally speaking, no bid- 
der appears except the mortgage holder but 
even he must provide certain cash to cover 
expenses of the foreclosure sale, or taxes or 
payments to the bondholders in the same 
position as the bidder. ‘To meet this situation, 
three Chicago financial institutions in late 
September, joined to form a mortgage com- 
pany for the sole purpose of supplying these 
funds. Assistance has been had 
Reconstruction Finance Corpora- 


necessary 
from the 
tion. 

The company is now functioning actively. 
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It has made sixty-one loans for a total of 
$1,600,000, or an average loan of approxi- 
mately $26,000; involving bond issues of 
$14,120,000; it has applications pending for 
seventy-nine loans aggregating a total of 
$3,766,000, involying original loans of $29,- 
453,000. The operations of this company have 
had an effect far beyond the dollars loaned. 
The existence of the company has caused 
private parties who were interested but hesi- 
tant, to make loans; some lenders were in- 
duced to make loans on better terms. 

Six months ago certain owners would not 
talk to a bondholders’ committee about giv- 
ing up their titles. They were hanging on 
either as a nuisance value or because they 
were deluded by a forlorn hope. Now these 
owners are willing either to pass in their 
equity for a reasonable consideration or take 
an appropriate position in a reorganization 
formed with their cooperation. Except for 
the existence of a fund available for loans 
this progress would not have been possible. 
It is very important that this company and 
others should continue to function in this 
particular field until the defaulted mortgage 
situation is cleared. This particular company 
has no monopoly; it is the hope and expecta- 


tion of its owners that others in increasing 
numbers will make loans for this same pur- 
pose. 


True Functions of Federal Home Loan 
Discount Bank 

The Federal Home Loan Discount Bank 
is another agency designed to pump credit 
into the real estate situation. It is unfortu- 
nate that this whole plan has been somewhat 
misunderstood. Realtors endorsed it as an 
emergency plan to help distressed borrowers ; 
mortgage men opposed it as another inroad 
of the Federal Government into private busi- 
ness and predicted it would duplicate the 
unsatisfactory experience of the Joint Stock 
and Federal Farm Loan Banks. It is now 
asserted that the plan in operation in Illinois 
is being used as a feeder to build up build- 
ing and loan associations, to the detriment 
of other established mortgage bankers. Mr. 

sodfish, Illinois’ member on the board of the 

bank, has stated publicly that the bank is 
not an emergency or temporary measure, but 
that it is a permanent addition to the fed- 
eral financial machinery, and that it is in- 
tended to function in the mortgage field as 
the Federal Reserve Bank functions in the 
commercial banking field. 

It has seemed to me thus far that the 
bank under the existing law is designed pri- 
marily to help distressed lenders rather than 
distressed borrowers; and that the only help 
extended ito borrowers is indirect, slow, and 
exceedingly limited because it does not and 
cannot solve the problem of excessive loans, 
which is our chief problem. I hope no effort 
will be made to put the government into the 
business of loaning direct to individual mort- 
would like to eliminate the tax 
exemption privilege of bonds issued by the 
bank in order not to stifle operations by pri- 
vate concerns. With those things done and 
some other changes in the law this bank 
might become a very useful agency. This 
whole subject should be given active study 
and attention by real estate and mortgage 
men to make the bank function in a proper 
way and within sound limitations. 


gagors. I 


Putting Excess Cash to Work in Mortgage 
Field 

Insurance companies, trust companies, and 
banks are not now making mortgage loans. 
And yet we hear of banks bulging with cash; 
little or no interest is paid on demand de- 
posits. Well, whose cash is in the banks? 
That excess money doesn’t belong to the 
banks, it belongs to thousands of depositors. 
Is it not likely that some of those depositors 
drawing interest at one-half of one per cent 
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could be interested ‘to buy mortgages? Many 
outstanding mortgages could be revamped 
into first and second mortgages if new money 
could be found for the new smaller first mort- 
gage. That would supply credit, make a 
present turnover and pave the way for a 
sale or a lease or a trade. 

All of us feel certain that the mortgage 
business will come back and that the public 
and institutions will again mortgages 
as prime investments. Our real task at the 
moment is to readjust our ideas of value so 
that we will be on common ground as to the 
sound value and then drive at the 
cash reserves of individuals and institutions. 

Let us not be critical of the banks. They 
are not justified in putting demand deposits 
into fixed, long-term mortgage investments. 
Let us instead, focus our attention on those 
whether it be in the 
form of money in a safe deposit box or cash 
ina bank. It ought to be put to work inten- 
sively, and there is no more secure place 
for a substantial portion of it than in prop- 
erly selected mortgages based on the values 
of today. It is incumbent upon realtors and 
mortgage men, not upon the banks and in- 
surance companies, to make this drive. We 
will remember that owners as well as lenders 
are reconciled to new standards of valua- 
tion: and that financing can be done today 
on these new standards. 


seek 


excess 


who have excess cash, 


Real Estate Securities as Hedge Against 
Fluctuating Currency 

Some people of means are today concerned 
about an artificial inflation of the currency. 
They don’t know what to do to protect them- 
selves. Currency is merely a medium of ex- 
change, a convenient standard. Its useful- 
ness is dependent upon its stability 
measuring stick. A wise investor who wants 
to protect himself against tinkering with 
our money buys things instead of credits. 
He buys wheat, stock in a corporation, real 
estate. Realtors can demonstrate to men of 
large means whose whole estate is in credits 
(that is, bonds and notes), that they would 
do well to buy real estate. It is a hedge 
against a fluctuating currency. But such an 
investor will not go far unless he can ob- 
tain credit by borrowing on his real estate. 
Again credit is at the base. 

teal estate did not lead the 
downward into the present depression and 
it will not lead the way back. It must follow 
improvement in general business and em- 
ployment. If it is agreed that real estate 
credit is at the base of real estate activity. 
realtors will address themselves to obtaining 
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that credit—mortgage money. If foreclosure 
laws are out of line they must be corrected ; 
if government credit agencies are to be re- 
sorted to we must understand what is sound 
and what is not sound government partici- 
pation. Patent nostrums such as moratoria, 
wholesale readjustment of the mortgage 
debt, unlawful delays of lenders’ remedies 
will be avoided. We can look forward to a 
sound real estate situation once we recog- 
nize and provide the corner-stone—real es- 
tate credit. 
Se fe fe 

R. H. Mueller has been named manager of 
the trust department of the Bank of Sheboy- 
gan, Wis. 

The Montclair Trust Company of Mont- 
clair, N. J., which manages trust funds of 
$30,000,000, is distributing a _ timely 
booklet entitled “The Business of Leaving 
Your Estate Economically.” 


over 


Deposits of New Jersey trust companies 
and state banks increased $23,846,000 during 
the last quarter of 1932, bringing total to 
$1,175,988,000. 

The East Hartford Trust Company of 
Hartford, Conn., was reopened for business 
recently with Lewis S. Thomas as president. 
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ESTATE INVESTMENT POLICIES: PAST, PRESENT 
AND FUTURE 


GUIDING PRINCIPLES SET FORTH IN RECENT IMPORTANT JUDICIAL RULINGS 


H. F. WILSON, Jr. 
Vice-president, Bankers Trust Company of New York 


(Epiror’s Norte: 


Mr. Wilson gives accent to conclusions in the handling of estate 


and trust investments which are predicated upon matured experience and wide observation. 
He fortifies his discussion as to estate investment policies with a number of the most im- 
portant of recent court decisions relating to responsibilities of trustees and executors in the 


retention or disposition of stocks and other securities. 


These bear out that the courts do not 


exact an unreasonable and semi-superhuman standard of judgment or prescience from 


corporate fiduciaries. 


Of special interest is a quotation from one of Lord Macaulay’s 


essays, wrilten one hundred years ago, and having a prophetic bearing upon present condi- 
lions. 
of the American Bankers’ 


NE of our very prominent citizens, in 
commenting on the action of the busi- 
ness world during the past few years, 

remarked: “We are all in the same boat with 
Christopher Columbus. He didnt know 
where he was going when he started; when 
he got there he didn’t know where he was 
and when he got back, he didn’t know where 
he had been.” Of course, what we are all 
anxious to know is when we shall get back 
and the only answer I would venture is 
“sometime’—when courage, confidence and 
cooperation of the sort we had during the 
war return to this country as the chief cred- 
itor nation of the world. 

Certainly no one is in doubt, as a practical 
matter, that there is a depression. More 
than a year ago—January 4, 1932—Chief 
Justice Hughes of the United States Supreme 
Court, took judicial notice of the fact when 
he quoted from a report of the Interstate 
Commerce Commission which said: “A de- 
pression such as the country is now passing 
through is a new experience to the present 
generation.” The Chief Justice referred to it 
as the “outstanding contemporary fact domi- 
nating thought and action throughout the 
country.” Thus, we have judicial recognition 
by the Supreme Court of something which 
we all know exists. 


Avoiding Speculative Position 
The investment problems which executors, 
as well as others, have been required to face 
during the past three years have been par- 


The following is Mr. Wilson’s address at the recent Mid-Winter Trust Conference 
(ssocialion held in 


New York.) 


ticularly difficult. They have emphasized the 
importance of providing at the outset of the 
administration of any estate sufficient cash, 
or its equivalent, such as United States 
Treasury Certificates, for the known liabili- 
ties of the estate—debts, cash legacies, taxes, 
lawyers’ fees, administration expenses, etc. 
This has been our general policy for many 
years. In other words, no speculative posi- 
tion should be taken in providing funds to 
meet known debts. Depending on the cir- 
cumstances of each ease, after making such 
provision, it is then in order to consider 
whether any of the remaining securities 
should be held. If there is a residuary lega- 
tee, the problem is relatively simple as his 
or her wishes can be definitely ascertained 
after full explanation. If the will estab- 
lishes trusts, or there are minors to be con- 
sidered, it is a real problem and the merits 
or demerits of each security should be the 
determining factor. In cleaning house sweep 
out the highly speculative securities as soon 
as possible if it can be done without needless 
sacrifice. 

Now, such a well-informed gathering as 
this makes it unnecessary for me to deal 
with this subject at any considerable length 
(especially as no souls are saved after the 
first 20 minutes). What we may think about 
the principles involved with reference to es- 
tate investments may be interesting but it 
will not be conclusive. The courts will decide 
and have decided in many important cases. 
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Consequently, a few of the opinions of the 
court are submitted as having a conclusive 
bearing on the past and present and as far 
as we can tell they are equally applicable as 
our guide for the future. I think you will 
all be interested in an opinion reversing a 
judgment of the Supreme Court of New York 
State rendered by the Court of Appeals in 
March, 1888. The case grew out of the de- 
pression of 1873 and had to do with the loss 
resulting from the depreciation of St. Louis 
and Iron Mountain Railroad stock and while 
there have since been many other opinions of 
the court, this might well be applied to the 
present situation. Without quoting the entire 
opinion, contained in the Matter of Weston 
(91, N. Y. 501), that part which is of special 
interest reads as follows: 


A Court Opinion Based on the Panic 
of 1873 

“Letters testamentary were granted on the 
6th of June, 1873, and the judgment and dis- 
cretion of the executors was then called into 
play, for it was possible to sell the stock at 
once for about 80. Should they do so, or 
wait, was the important inquiry, to be an- 
swered with sole reference to the welfare of 
the estate committed to their care. They con- 
sulted, and took the best advice attainable 
and determined to wait. The stock had been 
above par the year before, and under all the 
circumstances, with the advice and example 
of the testator both before them and their 
oun justifiable confidence in the value of the 
stock, it is quite certain that their conclusion 
was reasonable, and their delay excusable. 
As the stock continued to fall, the reason for 
waiting grew stronger to men who had con- 
fidence in its inherent value. After a delay 
of three months, came a panic in September. 

“4A storm of fright and distrust swept over 
the stock market, during which valuable se- 
curities were depreciated and sacrificed, and 
prices dropped suddenly and low. Certainly 
it was no time then to sell. The stock was 
paid for, and the estate strong and able to 
carry it through the unexpected emergency. 
If the executors then had lost courage, and, 
demoralized by the alarm around them, had 
thrown the stock overboard at 55, or less 
than its cost, it would have been easy to say 
that the trustees chose the worst possible 
time in which to sell, and acted from terror 
and not from judgment. And so they waited 
again, as prudent men similarly situated 
would have certainly done. The depression 
continued during the remainder of the year, 
but with symptoms of improvement in the 
early months of 1874. In February the re- 
covery had brought the stock back to 67. At 
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this point, it is said, the executors should 
have sold; but while the price was better 
than that of the panic, it was little better, 
and still much below its value when orig- 
inally received. 

“It is easy to see now that it would have 
been wiser to have sold, and had the ewecu- 
tors known then what they and we know 
now, they would undoubtedly have done so. 
But they did not and could not know. The 
indications pointed to an eventual restora- 
tion of value, and we cannot say that it was 
imprudent or unwise to expect and wait for 
it. But in April came another heavy fall, the 
stock dropping to 30, and in June of that 
year when their inventory was filed, it was 
appraised at 20, although on the 14th of that 
month it was selling at 15. That is the his- 
tory of the first year’s holding by the execu- 
tors. * * * The question of responsibility for 
loss relates wholly to the omission to sell 
during the first year. 

“There is, and there can be, no rigid and 
arbitrary standard by which to measure the 
reasonable time within which the discretion 
of an executor directed to convert an estate 
into money must operate. If, in some in- 
stances, the English cases indicate a disposi- 
tion to fix upon one year, because at that 
date the executor may be compelled to ac- 


count, in other instances such fixed or arbi- 


trary standard appears to have been re- 
jected... The better opinion derived from them 
would seem to be that each case must stand 
upon its own facts; that what would be a 
reasonable time in one instance might not 
be in another; and while the one year al- 
lowed to close the estate may sometimes 
mark the limit of discretion, and is always 
a circumstance to be considered, it is not 
necessarily conclusive. 

“In this State, at all events, there is no 
arbitrary standard. The executor, here, can- 
not be compelled to account until after eight- 
een months and yet it may be his duty to 
sell even earlier than that, or to wait even 
longer, according to the circumstances of 
particular cases, and the exigencies which 
exist. Where no modifying facts are shown 
to shorten or lengthen the reasonable time, 
the period of eighteen months may serve as 
a just standard.? * * * While such period fur- 
nishes a convenient guide where no special 
circumstances exist, it must, after all, not 
be taken as a fixed or arbitrary standard. 

1Hugh vs. Empson, 22 Bear. 181; Buxton vs. Buxton, 1 Myl. 
& Co. 80; Garrett vs. Noble, 6 Sim. 504; Bate vs. Hooper, 5 


DeGex, M. & G. 338; Morgan vs. Morgan, 14 Beav. 72; 
Marsden vs. Kent, L. R. 5 Ch. Div. 598. 


2Gillespie vs. Brooks (2 Redf. 355), Lockhari vs. The Public 
Administrator (4 Bradf. 21). 
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The test must remain, the diligence and pru- 
dence of prudent and intelligent men in the 
management of their own affairs. Stocks of 
variable value ought not to be timidly and 
hastily sacrificed, nor unwisely and impru- 
dently held. Even where there is a direction 
to sell, reasonable time must be given, and 
what this is must be determined in each case 
by its surroundings. Here the estate 
was large. A trust fund was early consti- 
tuted which furnished enough of income for 
the immediate wants of the beneficiaries. 
They made no complaint at the time because 
the stock in question was held. If the re- 
sult had been a gain to them they would have 
been thankful for the delay. For the loss 
which did result we think, under all circum- 
stances, the erecutors should not be charged.” 


oun 


A Surrogate’s Opinion Concerning Common 
Stocks in 1931 

The Westchester Court, on 
April 28, 1931, held the executors not charge- 
able with the loss suffered in certain stocks 
due to the business depression.* The stocks 
included of various banks in New 
York City, stock of Montgomery Ward, Con- 
solidated Gas Company of New York, New 
York Central Railroad, Radio Corporation of 
America, Union Carbide and Carbon Cor- 
poration, Santa Fe Railroad, Standard Oil 
Company of New York, Standard Oil of In- 
diana, Union Pacific Railroad and Southern 
tailway. The Surrogate said (p. 763): 

“There is no need for executors to jettison 
worthwhile stocks during a financial panic. 
Evrecutors need not wait on the stock market, 
but may properly be guided by the tests to be 
applied, which are: What has been the his- 
tory of the companies during a period of 
years? Have they paid regular dividends of 
regular amounts? Have they a proper capi- 
tal structure? Are they wisely officered? 
Has a successful business continued over a 
period of time? Have they achieved a stand- 
ing in commercial circles? Have they be- 
hind them an established dividend record 
over a period of years?® 

“The ups and downs of the Wall Street 
daily market quotations are not the mercury 
that mast be strictly followed to decide 
whether it is wise to keep or sell stocks of 
the character of those in the instant case. 
Executors and trustees cannot be watchers 
of the tape, nor gamblers in stocks. They 
hold securities under the terms of wills or 


Surrogate’s 


shares 


3King vs. Talbot, 40 N. Y. 76; Thompson vs. Brown, 4 
Johns, Ch. 627; McRae vs. McRae (3 Bradf. 199). 


4Winburn's Will, 249, N Y. S. 758. 


&Matter of Leonard's Will, 118 Misc. 
N. F.8. 986. 
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trust instruments. * * * The ticker tape does 
not always reflect the character of the sea- 
soned corporation. * * * The prices of stocks 
are bound to many movements and go up 
and down in response to conditions. 

“The evidence with reference to these well- 
seasoned corporations, in connection with 
their corporate management, capital struc- 
ture, earnings, and dividends, clearly indi- 
cates that, while these stocks have been de- 
pressed in the stock market with every other 
stock, they have ridden, and are still riding, 
the financial storm in good shape. 

“<«The decline was consonant with all se- 
curities, occasioned by the unsettled condi- 
tion of the country.® 

“The evidence of the expert indicates the 
eventual restoration of normal times, and it 
cannot be said that it was unwise not to 
expect and wait for it. The instant case is 
not one where the executors were directed 
to sell, or where part of the stocks were held 
on margin, but rather a case where the dece- 
dent showed an intent that he wanted the 
stocks which he had acquired to pass into 
the trusts which he created by his will, be- 
cause of their continued earning capacity.” 


6Matter of Jarvis, 110 Misc. 10 A... ¥. 3 
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A Recent Court Decision in New York 
The most recent decision on the question 

of liability of executors and trustees is the 

case decided by Surrogate Foley in Decem- 
ber, 1932 in the Estate of Virginia T. Kent, 
which follows the principles enunciated by 
the Court of Appeals in the Clark case.? The 
testatrix owned a large block of General 
Electric stock which had been her favorite 
investment for many years. Her residuary 
estate was given outright and no power was 
found in the will authorizing the executor to 
retain the securities she owned at the time 
of her death. On the accounting by the 
executors, interested parties sought to sur- 
charge the executors for negligence due to 
the severe depreciation in this stock and 
other securities. The Surrogate held the re- 
sponsibilities of trustees are applicable to 
executors and summarized them as follows: 

1. He must exercise the same diligence and 
prudence as prudent men employ in their own 
affairs. 

2. In determining this question, the court 
looks at the facts as they exist at the time 
of their occurrence, not aided or enlightened 
by those which subsequently take place and 
because the judgment of an executor turns 
out wrong, it is improper to say that he 
lacks sound discretion. 

3. The purchase of a speculative stock is 
quite different from the retention of a stock 
taken over having in mind the arrival of a 
favorable opportunity to sell. 

4. Finally, negligence and a mere error of 
judgment are to be distinguished: “trustees 
acting honestly with ordinary prudence and 
within the limits of their trust, are not liable 
for mere errors of judgment.” 


Retention of Securities 

In reviewing the care exercised by the 
executor, the Surrogate remarked that it was 
his duty to form a judgment as to the proper 
time to dispose of the securities, and, if he 
delayed too long, it was due to an honest 
error of judgment and to circumstances 
which no man could have foreseen; and 
found the executor was not guilty of negli- 
gence or lack of prudence, or vigilance, in 
the handling of the estate. In answer to the 
charge that the executor should have dis- 
posed of the securities within the period of 
fourteen months covered by the account, the 
Surrogate remarked: 

“In the light of subsequent events, the 
executor should have sold, perhaps in the 
jirst few months, perhaps not later than sir 
months. A keen and far-sighted executor 


7In Re Clark's Will, 257 N. Y. 132. 
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might have disposed, by that time, of suffi- 
cient stock to pay the administration ez- 
penses and other charges and even general 
legacies. But the law does not test the con- 
duct by a standard of superlative vigilance 
and vision. It enacts no rigid formula for 
action, nor does it impose any definite limi- 
tation of time for the disposal of securities 
in such a situation.” 


However, even in view of these opinions, 
let uS never relax the care, vigilance and 
prudence which have characterized the mak- 
ing and reviewing of trust investments by 
trust companies and banks throughout the 
United States, and which probably more than 
any other one factor have resulted in their 
obtaining such a large volume of personal 
trust business. 

Of course, a great deal more might be 
said on this general subject but I took some 
of your time last year discussing “Trends in 
Trust Investments” and have no changes to 
make in that address, which also quoted to 
you a statement made in the dark days of 
1857. Today, I shall go back even farther 
and read you an extract from one of Lord 
Macaulay’s first published in Lon- 
don in the year 1830. This essay, even after 
a lapse of over a century is still of 
interest and significance to thinking 
such as yourselves. 

“History is full of the signs of the natural 
progress of society. We see in almost every 
part of the annals of mankind how the in- 
dustry of individuals, struggling up against 
wars, taxes, famines, conflagrations, mis- 
chievous prohibitions (of course he wasn't 
talking about the 18th Amendment) and 
more mischievous protections, creates faster 
than governments can squander, and repairs 
whatever invaders can destroy. We see the 
wealth of nations increasing, and all the 
arts of life approaching nearer and nearer to 
perfection, in spite of the grossest corruption 
and the wildest profusion on the part of 
rulers. 

“The present moment is one of great dis- 
tress. But how small will that distress ap- 
pear when we think over the history of the 
last forty years; a war, compared with 
which all other wars sink into insignificance ; 
taxation, such as the most heavily taxed peo- 
ple of former times could not have con- 
ceived; a debt larger than all the public 
debts that ever existed in the world added 
together; the good of the people studiously 
rendered dear; the currency imprudently de- 
based, and imprudently restored. Yet is the 
country poorer than in 1790? We firmly be- 
lieve that, in spite of all the misgovernment 


essays, 


deep 
men 
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of her rulers, she has been almost constantly 
becoming richer and richer. Now and then 
there has been a stoppage, now and then a 
short retrogression; but as to the general 
tendency there can be no doubt. A single 
breaker may recede, but the tide is evidently 
coming in. 


Observations of a Century Ago 

“If we were to prophesy that in the year 
1930 a population of fifty millions better fed, 
clad, and lodged than the English of our 
time will cover these islands, * * * that ma- 
chines constructed on principles yet undiscov- 
ered will be in every house, that there will 
be no highways but railroads, no traveling 
but by steam, that our debt, vast as it seems 
to us, will appear to our greatgrandchildren 
a trifling encumbrance, which might easily 
be paid off in a year or two, many people 
would think us insane. We prophesy noth- 
ing; but this we say: 

“Tf any person had told the Parliament 
which met in perplexity and terror after the 
crash in 1720 that in 1880 the wealth of 
Bngland would surpass all their wildest 
dreams, that the annual revenue would equal 
the principal of that debt which they con- 
sidered as an intolerable burden, * * * that 
London would be twice as large and twice as 
populous, and that nevertheless the rate of 


mortality would have diminished to one-half 
of what it then was, * * * that men would 
be in the habit of sailing without wind, and 
would be beginning to ride without horses, 


our ancestors would have given as much 
credit to the prediction as they gave to Gul- 
liver’s Travels. Yet the prediction would 
have been true; and they would have per- 
ceived that it was not altogether absurd, if 
they had considered that the country was 
then raising every year a sum which would 
have purchased the fee-simple of the rev- 
enue of the Plantagenets, ten times what sup- 
ported the Government of Elizabeth, three 
times what, in the time of Cromwell, had 
been thought intolerably oppressive. 

“To almost all men the state of things 
under which they have been used to live 
seems to be the necessary state of things. 
* * * Hence, it is that, though in every age 
everybody knows that up to his own time 
progressive improvement has been taking 
place, nobody seems to reckon on any im- 
provement during the next generation. We 
cannot absolutely prove that those are in 
error who tell us that society has reached a 
turning point, that we have seen our best 
days. But so said all who came before us, 
and with just as much apparent reason. 
* * * On what principle is it that, when we 
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see nothing but improvement behind us, we 
are to expect nothing but deterioration be- 
fore us? 

“Tt is not by the intermeddling of * * * 
the omniscient and omnipotent state, but by 
the prudence and energy of the people, that 
England has hitherto been carried forward 
in civilization; and it is to the same pru- 
dence and the same energy that we now 
look with comfort and good hope. Our rulers 
uill best promote the improvement of the 
nation by strictly conjining themselves to 
their own legitimate duties, by leaving capi- 
tal to find its most lucrative course, com- 
modities their fair price, industry and in- 
telligence their natural reward, idleness and 
folly their natural punishment, by maintain- 
ing peace, by defending property, by dimin- 
ishing the price of law, and by observing 
strict economy in every department of the 
state. Let the government do this: the people 
will assuredly do the rest.” 

Difficult as the present problems are, the 
world may well take comfort for the future 
(in spite of techno-crazy) from the wisdom 
of Lord Macaulay’s observations of a cen- 
tury ago. 


Return of Confidence 

Here I had intended to conclude this ad- 
dress but I cannot refrain from taking a 
little more of your time to read part of the 
concluding paragraph of the 1932 Report of 
E. I. du Pont de Nemours Company, with 
which I think we can all agree. 

“We have endured great trials during re- 
cent years. Many readjustments, painful 
though they may have been, are now behind 
us. There are many reasons to hope that 
better times are ahead of us. It is no time 
to experiment with unsound theories. We 
should, instead, place our confidence in those 
principles and institutions which have served 
us so well through generations. The country 
may then expect to emerge from its recent 
atmosphere of fear and despair into one of 
courage, confidence and security.” 

eo fe age 

The Rhode Island Hospital Trust Company 
of Providence is featuring a series of adver- 
tisements under ‘the theme, “If You Want to 
Save,’ and which carry unusually attractive 
illustrative appeal. 

Victor A. Gilpatrick has been chosen presi- 
dent of the Houlton Trust Company of Houl- 
ton, Me., succeeding his father, Ora Gil- 
patrick, who resigned. 

The Anglo California National Bank of 
San Francisco now conducts nine fully 
equipped offices in San Francisco. Resources 
aggregate $209,315,000. 
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RATES FROM MANHATTAN TO 


Station To Station Rate 
Day Evening Night Person 
4:30 7:00 8:30 a) 
A.M. | 2a\) ca) OO ot) | 
to 0) to Rate 
7:00 8:30 4:30 
PLACE a B P.M. a @ 
Akron, Ohio : $1.55 $1.05 $2.25 
Albany, N. Y. 08 .65 i $5) th) 
Albuquerque, N. Mex. . 5.50 i) 8.50 
Allentown (Lehigh Co.), Pa . 45 od .80 
Altoona. Pa. : lf 1.00 wal) 1.55 
Amenia, N. Y. : 3) 35 .80 
\msterdam, N. Y. : otf .50 1,20 
Asheville, N. C. . aes A .30 3.00 
Atlanta, Ga. ‘ 3. 2.48 .65 3.75 
Atlantic City, N. J. ; 7 .35 .90 
Auburn, N. Y. f a .60 1.40 
i. ¥. f 6! 45, 1.05 


55 1 45) 
1.00 2.15 
35 -65 
50 1.20 


Distant 
conta cts Where the charge is 50c or more a federal 


tax applies as follows: 50c to 99c, tax 10c; 
at $1.00 to $1.99, tax 15c; $2.00 or more, tax 20c. 


low cost 


Many costs, in business pro- 

motion and control, are hard 

to keep within today’s budgetary limits. The 

cost of contact can be one exception— where Long Distance 
telephone service is used. 

In your telephone directory turn to the list of rates to 


distant points. (Above appears a section of this list in the 
Manhattan, New York City, book). Note the economy of this 
way to keep in touch with the far-off branch or customer. 

The low cost of Long Distance is one reason why this 


service has become so useful to business in these 


times. Another reason is the quality of the service, 
now maintained at the highest point in its history. 
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TRUST SERVICE ADAPTED TO CHANGING ECONOMIC 
AND SOCIAL NEEDS 


CORRECTING SOME ERRONEOUS IMPRESSIONS AS TO FIDUCIARY 
ADMINISTRATION 
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(Epitor’s Note: Mr. Sisson can always be relied upon to present a graphic picture 


of development in trust company business with due attention to current problems. 


Ata 


time like the present, when there is so much confusion of thought and anziety as to the future, 
it is invigorating to have again the emphasis upon immutable principles that underlie 
trusteeship in its manifold relations, offering safe harbor against extremes of inflation 


and of depression. 


Mr. Sisson, in sounding the keynote at the opening of the recent Mid- 


winter Trust Conference in New York City, provides a most timely answer as to ‘“‘What 
Trust Service Has to Offer.’’) 


HE modern trust institution is a log- 

ical product of our times, developed in 

response to the need of our people for 
a type of corporate organization to perform 
adequately the services of an executor and 
trustee, in an age of complex organization in 
every field of business and finance. 

One of the most interesting phases of the 
economic history of America has been the 
rapid transition from individualism to or- 
ganization in business. At the beginning of 
the last century wealth was largely in the 
form of landholdings. Industry was growing 
with the tremendous opportunities afforded 
by our great resources under the stimulus of 
our people’s energy and ingenuity, but as 
yet it was the day of individualism in busi- 
ness. Business was conducted in compara- 
tively small units with ownership passing in 
most eases directly from one person to an- 
other. Generally speaking, people did not 
have any considerable amount of wealth in 
the form of securities. They were outright 
proprietors, partners, or landowners. Thus, 
the administration of an estate of that day 
involved problems that were comparatively 
simple and could be efficiently handled by the 
individual. Even at that time, however, the 
need was felt for some form of organization 
that would eliminate the uncertainties that 
were present because of the individual’s un- 
certain tenure of life or capacity. George 
Washington, himself, who left a large estate 
for his time, in the desire to overcome this 
uncertainty, appointed seven executors in his 
will. 


Complexity of Estate Holdings 

It is only when we clearly understand the 
industrial growth of the country from these 
simple beginnings to the present complex sys- 
tem that we see the trust company as a 
highly specialized form of corporate organi- 
zation adapted to meet present day needs. 
states of today have the same character as 
our variegated industrial pattern. Figures 
issued by the United States Treasury Depart- 
ment, covering federal estate tax returns 
filed during 1931, show the assets of the es- 
tates to be divided as follows: 62.40 per cent 
in stocks and bonds; 13.43 per cent in real 
estate; 9.62 per cent in mortgages, cash, ete. ; 
3.31 per cent in insurance and 11.24 per 
cent in other assets. 

This variety of assets may not seem, at 
first glance, to be of very complex nature, 
but consider the item of stocks and bonds 
alone for a moment, as met with in actual 
estate administration. A large eastern trust 
company, as executor of estates recently in 
process of settlement, held securities issued 
by more than 1,300 different companies, di- 
versified in many lines of business, including 
the following: 384 in manufacturing com- 
panies; 95 in railroads; 164 in public utili- 
ties; 51 in merchandising companies; 69 in 
oil companies; 111 in mining companies; 106 
in real estate companies; 221 in governments 
and municipalities ; 39 in banks; 16 in insur- 
ance companies and 17 in investment trusts. 
A single estate administered by the same 
company contained among its assets securi- 
ties issued by 98 domestic corporations, 25 





TRUST 


“ONE OF AMERICA’S 
70 LARGEST BANKS” 


Trust Department 


In a commanding posi- 
tion to handle corporate 
and personal fiduciary 
service in the Northwest. 


~The 


United States 
tional Bank. 


Portland,Oregon 








municipalities, and 14 foreign governments 
and corporations. 

The complexity of security holdings does 
not end with diversity by industry, for the 
types of security themselves vary 
greatly. The estates being administered by 
the previously-mentioned trust company at a 
recent date contained at least 68 different 
types of and bonds. The preferred 
stocks. for example, included the following 
types: first preferred, junior preferred, pre- 
ferred as to dividends and as to assets and 
dividends, participating, voting, non-voting, 
cumulative, non-cumulative, callable, non- 
callable, graduated dividend, convertible, car- 
rying warrants. 

Real estate, too, presents complexities un- 
dreamed of by the estate owner of 1800. To 
refer again to the estates administered by 
the trust company just referred to, the real 
property that it was called upon to handle 
as executor included apartment buildings, 
factory and loft buildings, office buildings, 
city and country residences, cooperative 
apartments, farms, and vacant parcels, dis- 
tributed throughout 25 states and Canada. 

The first trust company was organized 
more than a hundred years ago. At that 
time the principal difference between the 


issues 


stocks 
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trust company and the individual as executor 
and trustee lay in the fact that the trust 
institution had permanent corporate exist- 
ence and other advantages inherent in_cor- 
porate organization. It would not die, or be 
absent from its duties. It could employ and 
develo)» an experienced staff capable of giv- 
ing expert attention to estate and trust mat- 
ters. For about seventy-five years after their 
inception the growth in the use of trust 
companies as executor and trustee was in 
no way phenomenal. During the last fifteen 
years, however, there has come a striking 
increase in the utilization of trust company 
services. 

Reports to the American Bankers Asso- 
ciation indicate that in 1927 trust institu- 
tions were appointed as trustee and execu- 
tor in 29,814 wills. During 1928 the num- 
ber of appointments rose to 44,375, and dur- 
ing 1929 the number of appointments was 
60,036. These figures represent the number 
of appointments under wills made during the 
years mentioned. For the year 1930, the 
method of reporting to the American Bank- 
ers Association was changed so that the num- 
ber of actual appointments under wills of- 
fered for probate was reported—for 193 
such appointments totaled 48,812 as com- 
pared with 36,193 appointments in 1929, an 
increase of 35 per cent in one year. This rate 
of increase is approximately the same as 
that of 1929 over 1928 in the number of ap- 
pointments under wills made. 


Speculation Not a Function of Trust Service 


Living trusts to the aggregate value of 
$1,013,769,436 were received by reporting 
trust institutions for 1930 as compared with 
$603,926,218 in 1929, an increase of 67 per 
cent for 1930 over 1929. Life insurance trusts 
created with trust institutions have also 
shown a remarkable growth. The amount of 
insurance under trust agreement reported 
for the entire period 1923-1926 was $264,- 
550,072. The amount of such insurance had 
increased, it is estimated, to more than $4,- 
000,000,000 by the end of 1930. 

These increases in trust business have been 
coincident with the extensive advertising of 
trust services during these years. While the 
advertising was doubtless a stimulant, the 
principal reason for the larger number of ap- 
pointments has been the recognition on the 
part of the public that trust companies are 
exceptionally equipped to administer estates 
and trusts—that trust companies are the 
modern means of meeting modern estate and 
trust problems. 

But it is highly important that the public 
realize that—no matter what the type of 
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trust may be—under a will, a living trust or 
a life insurance trust; no matter of what 
the estate may be composed—of cash, securi- 
ties or real property—conservation of the 
assets entrusted to it is the purpose of the 
corporate fiduciary. This conservation of 
which I speak is not a mere locking up of 
Nor is it an equally blind striving 
for an appreciation of assets. And the pub- 
lic must thoroughly understand that specu- 
lation is not our function. What we offer 
is the intelligent administration of estates 
which overlooks no prudent opportunities for 
their enhancement and exercises every rea- 
sonable care to prevent their contraction. 


assets. 


Record of Trust Administration During 
Depression 

There may be those who will say that 
during the difficult times of the last two years 
estates in the hands of trust institutions have 
declined in value. But where is the individ- 
ual or corporation with any substantial hold- 
ing of securities or real estate that has not 
experienced some shrinkage of values. There 
may be those who insist that trust institu- 
tions should have had some miraculous pow- 
er by which they could have foreseen clearly 
the unhappy chain of economic developments 
during recent years. But we candidly admit 
that we do not have, and do not claim to 
have, any super-human insight into the fu- 
ture that has been denied every other agency 
created and controlled by the hand of man. 

We contend, however, that the trust in- 
stitution is the most effective agency yet de- 
vised for the conservation of estates. The 
record of our trust institutions during the 
depression has been a proud one. The insti- 
tution of trust service has held to its course 
of conservation. It may be significant that, 
according to figures recently made public by 
the Bureau of Internal Revenue, income from 
fiduciaries in 1931 declined only 14 per cent 
from that in the preceding year; whereas in- 
come from interest and dividends decreased 
24 per cent during that period. It is also 
interesting, if not as. significant—because 
wages are included — to note that income 
from all sources declined 25 per cent in the 
same period. 

No form of investment has been exempt 
from depreciation. But it can be said that 
trust funds in the care of trust institutions, 
the investment responsibility for which lay 
in the discretion of the companies, have suf- 
fered no more than any other forms of high- 
grade investment mediums; they have, in 
fact, fared a great deal better than most 
other investments. 


—=RICHMOND. VA.=— 


CAPITAL STOCK $1,000,000 
SURPLUS (earned) $1,000,000 
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Resisting Urge to Invest in Stocks 

It is interesting at this time, now that we 
have a clearer perspective of the “New Era” 
period of 1929 and earlier, to recall the tre- 
mendous pressure brought to bear on fidu- 
ciaries by the beneficiaries of trusts and by 
co-trustees, to invest trust funds in stocks. 
If this policy, urged in all good faith, had 
been followed, it is obvious that the losses in- 
curred would have been so much greater 
than the depreciation actually suffered as 
to make comparison useless. It must further 
be borne in mind that while the asset value 
of many trusts has shrunk at today’s mar- 
kets, many of the securities held will doubt- 
less “come back,” and in the interim there 
has been a reasonably satisfactory mainten- 
ance of income for beneficiaries. 

In this connection it may be appropriate 
to say a word as to the misunderstanding, 
more or less general, that trust funds have 
been placed in securities sold by trustees 
themselves or by trustees’ investment affiliates 
or in securities in which such affiliates may 
have a financial interest. 


Trust Departments Not Affected by 
Security Affiliates 

Probably a majority of the larger banks 
and trust companies doing a trust business 
have security departments or security affil- 
iates, yet whatever may be the objections to 
security affiliates by advocates of laws de- 
signed to control such affiliates, it has never 
been seriously urged that trust funds have 
been affected by these relationships. It is a 
general principle of law, and a matter of spe- 
cific statutory prohibition in some states, 
that a trustee shall not deal with itself, and 
this applies to the individual as well as the 
corporation. State laws prescribing the type 
of securities that may be bought for trust in- 
vestment, in the absence of directions from 
the testator or trustor, provide a limitation 
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as to what securities may be selected for 
trust investment. But even where the crea- 
tor of a trust gives the trustee full discretion 
in the selection of investments, the trustee 
will not purchase them from itself or an af- 
filiate because of the ethics involved and the 
legal prohibition. Not only that, but trus- 
tees will not buy in the open market securi- 
ties in which their affiliates may have an un- 
derwriting interest. 

The sound management of such a volume 
and variety of assets as I have mentioned 
or referred to is a great responsibility, and 
the record of trust companies in discharging 
it has been a remarkable one. It has been 
reported that up to May, 1931, there has been 
no record of loss of a single dollar to the 
beneficiaries of estates and trusts through 
the misconduct or malfeasance of any trust 
institution in any state, nor, with one small 
exception has there been any loss to the bene- 
ficiaries of trust funds due to the failure 
of a trust institution as trustee. In the case 
of the failure of the Bank of United States 
in New York—the largest bank failure in the 
country’s history—the management of the 
estates and trusts in its care has been unin- 
terrupted and the bank’s closing did not af- 
fect the safety of the estate and trust assets. 

Tribute to Trust Management 

It can be seen in all this that the modern 
trust institution, as trustee, acts for bene- 
ficiaries upon the highest ethical plane and 
with the interests of the beneficiaries as its 
sole regard. After all, such conduct is simply 
good business, as a trust institution is in 
business not only for the present, but for 
the future, and it can survive only as it 
commands and confidence. With 
such a sound business reason for guidance, 
perhaps it might be regarded as unnecessary 
to stress the ethical side, and yet I cannot 
leave this subject without a word of grati- 
tude to trust men, whose high professional 
attitude toward their responsibilities has 
given the trust institution its outstanding 
position and its remarkable record. 

Hand in hand with conservation of estates 
is the service to the individuals concerned 
with these estates that is rendered by the 
trust institution. These services may be per- 
formed for the creator of the trust, the bene- 
ficiaries under the trust or both. But from 
the time a trust becomes active until its ulti- 
mate purpose is accomplished a trust insti- 
tution is rendering interested and sympa- 
thetic personal service. 

This then is what we have to offer—con- 
servation and personal service. Each of 
these foundations of our business branches 


deserves 
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out into the myriad and complex structure 
of the trust business. But both are the 
fundamentals of every function we under- 
take in the personal trust field. They are 
the principles—the first principles—to guide 
us in how we offer our services to the pub- 
lic. 

Relation in Trust Effort and Advertising 

There are three great avenues by which 
we may offer our services to those who can 
make use of them, namely, by advertising, 
by personal representatives and through our 
relations with the public. I would like to 
recall a statement of a practical nature that 
I made before the Trust Conference two 
years ago. It was: 

“A question before many of us at this time 
is what change of policy, if any, should 
be made in view of present financial and 
business conditions. It is perfectly natural 
for us to give consideration to some degree 
of retrenchment, but it is dangerous to let 
reduction in expenditure be such as to bring 
about a real gap in the continuity of the 
advertising. It is a common mistake for 
some advertisers to think that they can turn 
advertising on and off, like water from a 
faucet, and expect it to become immediately 
effective whenever they are prepared to re- 
sume operations. Advertising does not work 
that way. Temporary conditions should not 
influence us to make too serious inroads on 
the program of trust advertising, which can 
be wisely conceived only on a long 





teri 
basis.” 

That was true two years ago. It is true 
today. It will be true two years hence, and 
probably two decades hence. 

Trust Service and Public Relations 

So far as advertising and personal repre- 
sentation are concerned, I will content my- 
self with the observation that the principles 
that underlie their most effective use are 
those that are predicated upon an apprecia- 
tion of the foundations of trust business, 
conservation and service. By this I mean 
that a sound advertising policy and a sound 
program of personal appeal must be built up 
from the fundamentals and must conform 
to the lines they prescribe. 

There remains that other avenue by which 
trust service is offered—public relations. | 
have differentiated advertising and personal 
representation from public relations for the 
reason that the first two represent planned 
and supervised activities of trust institutions, 
whereas the third is a relationship that is 
born the moment a corporate fiduciary comes 
into existence. sy its advertising and 
through its personal representatives, whether 
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they be purely solicitors or 
officers and employees, the trust institution 
offers its services in a way it considers the 
most advisable and effective. 

Under the genera] head of public relations 
come the important sroup contacts such as 
those between trust institutions and attor- 
neys and underwriters. These are relation- 
ships of great importance. But these groups 
are also parts of the public at large and it is 
of the relationship between trust institutions 
and the general public that | want to speak. 


administrative 


Fostering an Informed Public Opinion 

It is by their public relations that the good 
will of trust institutions is measured. It is 
the general public. the average citizen, the 
man-in-the-street, if you will, that creates 
public opinion. He may not be the man to 
whom we our advertisements but 
he will form an opinion of us just the same. 
Our problem is to see that his opinion shall 


address 


be an informed opinion, that he have some 
understanding of what we do and why we 


do it. 

For instance, does he know that the terms 
of the trust instrument absolutely govern the 
acts of the trustee? That certain securities 
or real property must be held in the trust 
regardless of market values because the 
creator of the trust ordered it That in- 
vestments may be limited to a certain class 
of securities, the legals, regardless of yield 
because the trustor did not grant discretion- 
ary powers to his trustee? 

Does he know that trust 
lessened appreciably the rigors of the de- 
pression? That every beneficiary receiving 
a living income from a trust is one less 
recruit for the army of the unemployed? 
That every going concern in trust and kept 
going by a trust institution is a direct con- 
tribution to the employment situation? 

Does he realize that the trust institutions 
of the country stand ready to speed its eco- 
nomic recovery? That trust funds must be 
invested, cannot be used for speculation, and 
that reviving business and industry can look 
to trust institutions for a bulwark of finan- 
cial support? 


so? 


institutions have 


Some Misconceptions as to Fiduciary Wealth 

He must learn that any type of organiza- 
tion that competently performs a needed 
Service, will attract to itself increasing 
amounts of business. This has been true of 
the trust institution. It is our hope and ex- 
pectation that this trend wil] continue and 
that the field of usefulness of the trust in- 
Stitution will be an ever-widening one. There 
heed not be the slightest concern, however, 
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that the placing of a large amount of money 
and property in the hands of trust institu- 
tions as trustees will lead to any sort of 
control over a considerable portion of the 
country’s wealth, or over its investments. 
This is not possible from a practicable stand- 
point, and it is certainly the last thing the 
trust institutions themselves desire. 

The concern over the matter may arise 
from a misconception of figures as to trust 
A trust institution, as trustee under 
a bond issue, has no control whatever over 
the money involved. yet the total amount 
of the issue might erroneously be represented 
trust asset. The trust institution will 
at no time have any control over such funds, 
for even in a reorganization, the trust ecom- 
pany will simply be acting for and under 
direction of bondholders. Other funds, some- 
times improperly called trust funds, are held 
simply in custody or as agent. subject solely 
to the directions of the owner. Furthermore, 
when it is considered that there are more 
than four thousand institutions actively en- 
gaged in trust service, the chances of con- 
centration are seen to be remote. The trust 
institutions outnumber greatly the life in- 
surance companies, and the question of in- 
vestment concentration is not seriously men- 
tioned in connection with those organiza- 
tions. 

Another misconception is that funds held 
aS executor on any given date are perma- 
nent funds. Such is not the case, as most 
of such moneys are distributed outright as 
soon as the estates ean he Settled. The 
smaller portion that into trusts is re- 
tained on the average for only a compara- 
tively few years—ten years being one esti- 
inate by competent authorities. Many trusts 
created to take effect during the lifetime of 
the makers of the trusts (voluntary or liy- 
ing trusts) are revocable by the makers and 
are therefore of uncertain duration, in addi- 
tion to which the makers of such trusts in 


assets, 


as a 


goes 


many cases direct’ or approve the invest- 
ments. 
As to Long-Term Trusts 
Trust institutions themselves do not en- 


courage—in fact they discourage—the mak- 
ing of any kind of trust, particularly the 
long-term trust, unless a very definite need 
for it is apparent. It has often enough been 
demonstrated that inelastic provisions and 
the desire to tie up property for too long 
a period have proved unwise. On the other 
hand, there is ample evidence as to the 
great benefits and protective advantages of 
trusts wisely planned and efficiently admin- 
istered. Those who desire to protect such 
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members of their families as need protec- 
tion—wives, daughters, children, the aged— 
will continue to create trusts and continue 
to place them in the hands of institutions 
qualified to administer them properly, and 
the question of concentration of investments 
will take care of itself. 

This leads into the matter of the human 
qualities of the service of the trust institu- 
tions. In this day of the universality of 
corporate organization we do not hear so 
much of the charge that the corporation is 
“soulless.” Yet one of the reasons why some 
individuals hesitate to appoint a trust com- 
pany or bank is that they feel the handling 
of their estates will routine nature 
and their relationships with their benefici- 
aries cold and impersonal. This is a miscon- 
ception. It is odd that some who criticise 
the banks and trust companies charge them 
with being merely human and hence capable 
of error; while on the other hand, they will 
not give the institutions credit for human 
qualities in dealing with clients. The fact 
is that the trust institution is nothing more 
nor less than an aggregation of individuals, 
and these individuals, to my personal knowl- 
edge, give of themselves unsparingly and 
sympathetically in caring for the interests 
of clients. I could mention many eases that, 
for reasons of preserving confidential rela- 
tions never find their way into publicity, in 
which really extraordinary personal efforts 
have been put into the service of estates— 
some of these estates being so small that the 
fees to the trust institutions have been abso- 
lutely negligible in comparison with the work 
and the service rendered. 

Human Values in Trust Service 

Those in touch with the facts know that 
trust officers daily give their close attention 
and earnest thought to the problems of bene- 
ficiaries—in personal, as well as estate mat- 


be of a 


done 


ters. It is a significant fact that the institu- 
tion with which I am connected, for exam- 
ple, receives a very large percentage of its 


appointments under wills and trust agree- 
ments from those who have been beneficiaries 
of estates handled by the company. These 
-many of them women—have had 
knowledge of the way in which 
operate and desire the 
for their own benefi- 


persons 
first-hand 
trust institutions 
same service 
ciaries. 

It is essential that we inform the public 
how in another very important respect trust 
institutions render a valuable service to es- 
tates—that of economy of 
Because of the experience of personnel, com- 
pleteness of equipment, and organization for 


type of 
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administration. 















the work, trust institutions proceed in the 
administration of estates and trusts without 
waste motion, and with adequate knowledge 
of the many and varied steps that must be 
taken in estate administration, including: 
probate and immediate protective measures, 
collection of assets, determination of claims, 
adjustments, tax management 
of investments and realty during administra- 
or liquidation 


proceedings, 


tion, temporary management 
of business interests, distribution and ac- 
count. We should strive to impress upon the 


public that the trust institution service is 
not interrupted by absence, illness, or other 
reasons that in the an individual 
might cause lapse of attention. 

To make the public conscious of all these 
facts is a vital part of a sound public rela- 
tions policy on the part of trust institutions. 
We must stand upon our solid foundations 
of conservation and service. We must see to 
it that the public sufficiently understands the 
trust business to appreciate it. We must 
maintain unalterably our faith in our high 
purposes and in our ability to fulfill them. 

Ro fe af 

The Bank of Manhattan Trust Company 
has been appointed trustee for an issue of 
general mortgage five-year 6 per cent gold 
bonds of New York & Queens Transit cor- 
poration. 


case of 





HAROLD KOUNTZE 


Vice-president and Chairman of the Board of the Colorado 
National Bank of Denver, who has been elected President 
of the Denver Clearing House Association 
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NO MAGICAL RETURN OF PROSPERITY 

Wholesome advice is vouchsafed by J. R. 
Galt, president of the Hawaiian Trust Com- 
pany of Honolulu and to be found in the 
current issue of “The Hawaiian Trustee,” the 
interesting little house organ issued by the 
company. Mr. Galt says: 

“We may as well make up our minds that 
no magician will come forward and restore 
prosperity to our country. Nor will any 
small group of powerful financiers solve the 
problem for us. Just as food is produced for 
the millions by the work of millions of tillers 
of the soil, so must prosperity be produced 
through the combined efforts of all of us. 
Prosperity must be the result of cooperation. 
We are all tied together by invisible bonds. 
There is no such thing as an independent 
person. We are inter-dependent. 

“To bring back prosperity, we are not 
asked to share what we have with those who 
have nothing. Instead, we are asked to put 
forth our best efforts to solve our own prob- 
lems, to place our own extra money where it 
will do the most good, and to assist in creat- 
ing confidence which will release what may 
be called the frozen energies of man. 

“Releasing frozen energies does not refer 
alone to liquidating securities. It also means 
the releasing of human energy, of faith, of 
belief, of the desire to bring about changes 
for the better. We are seeing now that if 
we are to be prosperous again soon, it will 
be because all of us millions of individuals 
contribute what we can of effort and of 
faith. Heads of businesses—that is, wise 
ones—are now working out new plans as if 
they were just starting in business. They are 
adjusting their businesses to the demands of 
the day. It is up to us to help the leaders of 
the country who are working to bring back 
good times.” 


George A. Schultze has been elected presi- 
dent of the Clifton Trust Company and of 
the First National Bank of Clifton, N. J. 

The Old National Corporation of Spokane, 
Wash., has reduced capital from $5,796,628 
to $3,000,000, setting up reserves of $900,000, 
and increasing undivided profits account by 
approximately $280,000. 

Apropos of Washington’s Birthday anni- 
versary the American Bank & ‘Trust Com- 
pany of Richmond, Va., has issued souvenir 
copies of an advertisement featuring one of 
the rarest newspaper prints in the United 
States, containing a first account of the 
death and funeral of George Washington. 
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NEW ENGLAND’S OLDEST TRUST 
COMPANY OFFERS EFFECTIVE RE- 
PRESENTATION IN RHODE ISLAND 


WW Rhode Island 


Hospital Trust Company 


15 Westminster St., Providence, R. |. 
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BANKING FOCUSES ATTENTION 
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ON COSTS 


SIGNIFICANCE OF RECENT TREND TOWARD LOWER INTEREST RATES 


GEORGE V. McLAUGHLIN 
President of the Brooklyn Trust Company of Brooklyn, N. Y. 


(Epitor’s Note: Bank revenues have been declining and may continue to decline 
in view of decrease in loans, scarcity of good credit applications and unprecedentedly low 


yleld on investments. 


Depreciation in portfolio market values and losses must be charged 


off; liquid positions must be maintained and reserve accounts for contingencies built up. 


Such straits in bank management demands microscopical study of costs. 


Mr. McLaughlin, 


in his recent paper before the Mid-winter meeting of the New York State Bankers Associ- 
ation, presents some interesting surveys of bank costs and brings forth valuable conclusions 
as to control of interest rates and operating costs.) 


ECENT press dispatches quote the Su- 
perintendent of Banks of the State of 
Mississippi as advising all banks un- 

der his supervision to stop paying dividends 
on their capital stock and divert “such earn- 
ings as may be available” to the building up 
of reserves. Fortunately, we of New York 
State are not that badly off, and I hope we 
may never be. While profits of banks in this 
state have not entirely disappeared, there 
has been, nevertheless, a strong tendency in 
that direction. 

It is because of this tendency of profits 
to disappear that I shall discuss the subject 
of the high cost of banking and interest rates. 
Bank costs of operation and the rates of in- 
terest that we pay are important factors in 
determining the amount of profits—if any— 
that we earn. At the present time there are, 
of course, other factors, including extraordi- 
nary charge-offs, but that is a subject in it- 
self. 

In the banking business, just as in every 
other business. gross revenue is an element 
of utmost importance. And gross has been 
declining rapidly in recent years, principally 
because of a smaller volume of loans and in- 
vestments and a lower rate of income from 
such assets. There is not a great deal that 
we can do about this. We cannot control 
the rates of interest received on our earning 
assets: we cannot control the volume of 
available loans and investments; we cannot 
control the volume of our deposits. Profits 
on sales of securities are virtually impossible 
at present, and there is a downward tendency 
even in fiduciary and other commissions. 


Exerting Control Over Bank Costs 

There are two things that we can do—we 
can exert a fair measure of control over our 
costs if we will do it, and we can augment 
our gross revenue, to some extent at least, 
through service and activity charges. Some, 
but not all, of us have been able to do both 
of these things. 

In order to determine the principal ele- 
ments entering into this situation as it af- 
fects the banks of New York State, we made 
an analysis of the operating results for the 
fiscal years ending June 30, 1929, and June 
30, 1932, of three separate categories of na- 
tional banks—those located in New York 
City, those located in the remainder of New 
York State, and those located in other states. 
We were compelled to confine the analysis to 
national banks because they were the only 
large group for which recent statistics are 
available. The figures used were obtained 
from public reports of the Comptroller of the 
Currency, but the computations of percent- 
ages are our own. 

We developed some very interesting facts. 
It was found that control of costs was most 
effective in New York City and least effec- 
tive in the remainder of New York State. 
And that the New York City banks were able 
to control their total costs with greater fa- 
cility solely because of greater flexibility in 
rates of interest paid on deposits. 


Interest Comparisons and Analysis as to Costs 

In considering the following comparisons 
it should be borne in mind that the New 
York City banks are primarily large institu- 
tions and that the average national bank in 
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the remainder of the state is a smaller in- 
stitution. Out of every dollar of gross in- 
come New York City national banks paid 
271% cents as interest on deposits in the fiscal 
year 1929, and only 16 cents in the fiscal 
year 1932. National banks in the remainder 
of the state paid approximately 40 cents out 
of each dollar of gross for that purpose in 
both years, The average for national banks 
in all other states was about 32 cents in both 
years. 

The operating ratio, that is to say the per- 
centage of gross which was taken by all ex- 
penses including interest, fell from 61.3 per 
cent in 1929 to 55 per cent in 1932 for the 
New York City banks. For those in the re- 
mainder of the state it rose from 72.3 per 
cent to 74.9 per cent. For those in all other 
states it rose from 70.6 per cent to 73.7 per 
eent. 

To look at the situation in another way, 
national banks in New York City reported 
a decline of 21.83 per cent in gross but were 
able to reduce total expenses 29.2 per cent. 
National banks in the remainder of the state 
showed a drop of 20 per cent in gross, but 
were able to reduce total expenses, including 
interest. only 17 per cent. All three groups 
of banks paid out a smaller aggregate 


amount for salaries and other non-interest 


Ors) 


expenses in 1932 than was the case in 1929, 
but reductions were not as great proportion- 


ately as the fall in gross. This is natural in 
view of the inflexibility of some expenses and 
the relatively low flexibility of others. 


Various Items of Cost 

Salaries is the largest single item of gen- 
eral expense. At this point it may be said 
that the proportion of gross revenue of bank- 
ing institutions disbursed as salaries is not 
excessive even under present conditions. The 
national average is about 22 per cent—virtu- 
ally the same as the average for manufac- 
turing. This compares with a ratio of about 
50 per cent for the railroads. Moreover, 
quite apart from the humanitarian aspects 
of the question, it is poor economy to cut sal- 
aries of bank employees too deeply. Insuffi- 
cient pay breeds disloyalty which frequently 
leads to unfortunate results and is also a 
very positive factor in destroying esprit de 
corps, without which no business concern can 
be wholly efficient. 

Insurance and postage are two types of 
that have tended to increase rather 
than decrease since 1929. Legal fees in many 
cases also have increased, due to the stress 
of business conditions and the necessity of 
litigation in the collection of slow loans and 
foreclosures. Stationery, office supplies, and 


costs 
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equipment might be classed as flexible ex- 
penses, and material savings can often be 
secured by careful supervision. 

Advertising is a controllable expense. But 
in most cases it is not a large item, rarely 
exceeding 1 or 2 per cent of total expenses, 
and therefore is not of great importance in 
a study of bank costs. Rent is an important 
and relatively inflexible item of bank ex- 
pense. Although the majority of banking in- 
stitutions own their own buildings, it is often 
the practice to charge rent in an amount 
equal to an estimated fair return on property 
investment. Since the book cost of the build- 
ings remains virtually unchanged, the esti- 
mated rent likewise often remains unchanged. 


Control of Interest Payments 

Krom this brief summary of banking ex- 
penses it is apparent that miscellaneous ex- 
penses cannot be kept in line with such 
broad fluctuations in gross revenue as those 
that have occurred in the past three years. 
The interest payment account, therefore, of- 
fers by far the most important means of cost 
control. That fact explains the reduction in 
the operating ratio of New York City banks 
since 1929 and the rise in the operating ratio 
of banks located elsewhere in the state. 

The New York City banks were able to 
control their interest payments with greater 
facility because the bulk of their interest is 
paid on demand deposits. whereas the bulk 
of interest paid by banks outside the city 
is on time deposits—or rather on deposits 
which are technically ‘“‘time”’ deposits but in 
practice are payable without previous notice. 

Admittedly, it much easier for the 
New York City banks to agree to reduce in- 
terest rates on demand deposits at a time 
when there flow of liquid capital 
toward New York than it was for the banks 
in the remainder of the state to reduce in- 
terest on so-called “thrift” deposits at a time 
when unemployment was causing substantial 
withdrawals. Yet I think we will agree that 
the prime need of capital under present con- 
ditions is protection and not yield. The vast 
rise in postal savings deposits in the past two 
years supports this conclusion. It has been 
demonstrated that the majority of bank de- 
positors will not object to a reduction in in- 
terest rates. 


was 


was a 


General Tendency to Reduce Interest Rates 

The general tendency is unmistakably in 
this direction. In Chicago and other mid- 
western cities banks not long ago announced 
a reduction from 3 to 2% per cent in the rate 
of interest paid on savings deposits. Never- 
theless, in Chicago there has been an increase 
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in savings deposits since the end of Septem- 
ber, the first quarterly gain in eighteen 
months. The Superintendent of Banks in 
New York State, in his annual report issued 
recently, suggested a 3 per cent rate for mu- 
tual savings banks. In the light of these 
facts, I think it is fair to say that the way 
has been cleared for a reduction in the rates 
of interest paid by the commercial banks in 
this state outside New York City on time and 
thrift deposits, which may make it possible 
to trim down the 40 cents out of every dol- 
lar of gross that they have been paying out 
as deposit-interest, 

Even with an improved control of interest 
payments and other costs, we shall still be 
confronted with the problem of equitable dis- 
tribution of the cost of our services among 
those who benefit from them. The problem 
of free services was not given much attention 
during the years of large profits. We then 
considered them a matter of “good will.’ But 
now we know that public good will is built 
up by sound banking practices and not by the 
rendering of free services. It is more im- 
portant to the depositor that his funds be 
safeguarded than that he benefit, without 
cost, from services that mean expenses to 
the bank. We are all familiar with the re- 
searches of various committees appointed for 
the purpose of studying the subject of what 
constitutes a profitable account, and their 
recommendations that flat service charges be 
instituted for accounts carrying small bal- 
ances. Therefore, I need not repeat these 
recommendations. 


Activity Charges 

years bank management com- 
accountants, and others have 
been urging the banks to adopt “activity 
charges.” At last in New York City—the 
citadel of banking conservatism—the move- 
ment is gaining ground. In brief, the activity 
charge makes the customer pay for the ex- 
cess of the cost of services rendered to him 
over the amount which the bank can earn 
on the loanable balance of his deposit. It 
is fair and equitable in that it does not penal- 
ize small balances which may be profitable 
to the bank because they are relatively in- 
active, and at the same time, does not per- 
mit a customer with a medium or large bal- 
ance to demand and receive more service 
than the size of his account would justify. 


It might be interesting to relate an 
experience which we have just had with one 
of our commercial accounts. From time to 
time it has been the practice of our comp- 
troller’s department to analyze the cost of 
handling various accounts on our books. In 


For many 
missions, cost 
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connection with the request from this cus- 
tomer for new check books of a special and 
expensive type, an analysis of the account 
was requested from the comptroller. It was 
discovered that regardless of the fact that 
the average monthly balance maintained with 
us was in the upper five-figure range, the 
account was costing us over $1,000 a year, 
not including the cost of the special check 
books requested. 

The activity of the account due to the num- 
ber of check items passing through our hands 
was responsible for this excessive cost. In a 
conference with the customer, after showing 
him the result of our analysis he agreed to 
maintain an average free balance on which 
no interest is to be paid, of a size sufficient 
to protect us from any loss on the account. 
In the absence of analysis this account might 
appear to have been profitable. Instances of 
this kind are by no means uncommon in 
banking experience today and presumably 
more or less similar instances could be found 
even in so-called prosperous times. 


Cost of Handling Bank Items of Service 
The question arises, in such cases, as to 
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“Acts 
in all 
Trust 


Capacities” 


what is the cost of handling an item of serv- 
ice. That, of course, depends on the kind of 
item. The most common item of service is 
the simple incoming or outgoing check. The 
average direct cost of handling a check at 
our main office has been estimated at 3% 
cents, exclusive of overhead. I am told that 
this is substantially the same as the com- 
parable cost-per-item estimates of other New 
York City banks. The per-item cost at vari- 
ous branches varies widely according to the 
volume of done at the particular 
branch, the size of the force required to 
handle it, and many other factors. 

The 3% cent estimate is certainly not the 
final result of bank cost analysis. It is mere- 
ly a beginning. There are many other items 
of service that cost many times 3% cents. 
In many cases the costs have not yet been 
determined. Banking cost analysis is still 
in its infancy and a great deal of refinement 
in our computations may be expected in the 
future. Nevertheless, it seems reasonable to 
conclude that an excellent start has been 
made. Whatever else it may have done, the 
federal tax on checks has certainly accus- 
tomed the public to a variable monthly de- 
duction from its bank balances, and has thus 
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Branch Banking as Related to Costs 

This subject of bank costs has a very defi- 
nite relationship to the question of branch 
banking which is now the subject of so much 
controversy. It is no secret that branch 
banking is not as profitable as it was a few 
years ago. Branch banks, in New York City 
at least, are primarily feeders of deposits, 
and a branch whose loans equal or exceed its 
deposits is the exception rather than the rule. 
In these days of excess reserves, we often 
are forcibly reminded of the accounting tru- 
ism that “deposits are liabilities, not assets,” 
especially when we must pay interest on 
funds which we can neither loan nor invest. 

Some observers seem to believe that the 
Glass bill, with its extension of branch bank- 
ing privileges, will bring about a solution of 
one of our greatest banking problems—sol- 
vency. There is room for doubt on this 
point. Conservative banks are not likely to 
open or acquire additional branches unless 
they see probabilities of profit in doing so, 
and these probabilities at present do not ap- 
pear particularly bright unless we reach a 
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solution of the question of banking costs and 
interest rates. 

Another influence which will tend to focus 
attention of the banking community on the 
subject of costs is now clearly visible. It is 
the downward trend of loans in the face of 
an upward trend of deposits. Total loans 
have been declining ever since 1929 and are 
still declining, There is a searcity of good 
credit applications. As for investments, well, 
how many banks are now buying much of 
anything except United States Governments 
and triple-A municipals, both of which return 
a low yield? While the recent increase in 
deposits has been most pronounced in the 
larger New York City banks, it is spreading 
to out-of-town institutions, and if we sit idly 
by and do nothing toward solving the cost 
problem, we may find at the end of 1953 that 
our gross revenue was smaller than in 1932, 
our interest payments larger and our net be- 
fore charge-offs even further curtailed. Let 
us hope that this will not be the case. 

Re fe 

Arthur F. Albert, a former alderman, has 
been elected president of the Edgewater Trust 
& Savings Bank of Chicago, succeeding Henry 
C. Keel, who remains a member of the board. 
Harry G. Batchelor has been made cashier 
to succeed FE. W. Schellenberg. 
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SHRINKAGE IN FEDERAL INCOME TAX 
COLLECTIONS 

Figures compiled by the Internal Revenue 
Department show that for the calendar year 
1952 the total income tax collections by the 
Federal Government amounted to $1,420,- 
068,593, representing a reduction of $493,- 
986,028 as compared with the preceding year. 
Collections included $464,191,470 from cor- 
poration taxes, a reduction of $336,617,067 ; 
$320,425.625 from individual income taxes, a 
loss Of $246,801,304; $784,617,096 from in- 
come taxes, a drop of $583,418,371 and $635,- 
451,497 from miscellaneous internal revenue, 
an increase of $89,452,342. 

Corporation taxes paid in New York State 
amounted to $145,967,129.37 as compared with 
$257,577,993.52 in 1931; $105,626,239.25 from 
individual income taxes, as compared with 
$190,462,694 : $251,593,368.62 from total in- 
come taxes as compared with $448,040,688.05 ; 
and $81,503,655.09 from miscellaneous inter- 
nal revenue as compared with $54,444,802.84 
in 1931. 


The Bank of Commerce and Trust Com- 
pany of Memphis, Tenn., has issued a series 
of three booklets dealing with estate trans- 
fers and costs under the new tax laws. 
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SOME GUIDING POLICIES FOR CORPORATE TRUST 
BUSINESS 


DEALING WITH A 


NEW CROP OF PROBLEMS ARISING FROM 


RECEIVERSHIPS AND FORECLOSURES 


A. C. DOWNING 
Vice-president, The New York Trust Company 


(Epiror’s NOTE: 


1/ a time like the present, when bond defaults and mortgage fore- 


closures appear with increasing frequency, the responsibilities assumed by trust companies 
as trustee under corporate indentures and other agency capacities acquire a more militant 


and occasionally a more grave aspect. 


Corporate fiduciary obligations are accepted in 


times of affluence which often calls for greater vigilance and care in lending the names of 


trust companies or banks in trustee or agency relations. 


Mr. Downing discusses this 


subject in constructive fashion and calls attention to guiding policies in handling corporate 
trust business, especially in the matter of indenture provisions.) 


HOSE of us who are engaged in vari- 
ous branches of corporate fiduciary 
work have had the opportunity, during 
the last two or three years, to learn much 
that should be helpful in formulating any 
new policies to guide us in our corporate 
trust business. Like those engaged in many 
fields of endeavor, a variety of new problems, 
without exact precedent, has arisen demand- 
ing solution. In some cases solutions were 
found. In others the difficulties could not 
be overcome without considerable effort and 
expense. Still others, through force of cir- 
cumstances, found no available remedy and 
were required to pass through the legal pro- 
cedure resulting from defaults of various 
kinds. We do not expect, of course, that our 
experiences of the last few years will enable 
us to forestall these difficulties, but we may 
through suggestions to bankers and borrow- 
ers do our part toward minimizing them. 
Inflexible Provisions in Corporate 
Indentures 
We have all seen situations develop re- 
cently, resulting in receivership, or at least 
involving the debtor corporation in costly 
litigation to avoid such receivership, that in 
many instances would not have occurred if 
more careful consideration had been given to 
the inclusion of flexible provisions, or provi- 
sions for modification or amendment of the 
indenture under which the corporation's 
bonds were issued. 
During periods of prosperity it is not sur- 
prising that borrowing corporations, in their 
negotiations with the houses of issue, agree 


to certain inflexible provisions, particularly 
fixed sinking funds and similar devices for 
the reduction of the bonded debt, which at 
the time seem conservative enough but dur- 
ing periods of stress become an insurmount- 
able barrier often resulting in foreclosure 
and usually serious loss to the investor. In 
many of these cases it is conceivable, and 
in fact not unlikely, that the corporation 
could have survived the period of strain and 
regained its financial equilibrium, even while 
continuing interest payments, if relieved tem- 
porarily of the burdensome fixed sinking 
fund. 

We are familiar with recent efforts of some 
corporations to relieve themselves tempo- 
rarily of the necessity for providing sinking 
fund payments by endeavoring to obtain the 
consent of its bondholders. The procedure is 
usually slow and often expensive. 


“Chronic Objectors” and Minority Interests 

In addition, there are certain difficulties 
confronting the debtor that must be over- 
come if the plan is to be consummated. One 
of the hazards, not entirely new, although 
becoming increasingly popular, is that of an 
individual “buying into the situation” with 
no other thought than personal gain. He is 
the “chronic objector” with no interest in 
the financial welfare of the debtor and en- 
deavors, by threats of receivership or other- 
wise, to profit if possible at the expense of 
others. 

As far back as 1S78, Judge Strong in the 
case of Sage vs. Central Railroad Company 
(“99 U. S. 334”) said: “Another evil, that 
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observation shows to be very frequent, is 


for purchasing the 
organizing a new 


that the arrangements 
mortgaged property and 
company, desired by the majority of the 
bondholders, and which would be for the 
equal benefit of all, are resisted by a small 
minority, unless they, the minority, are paid 
in full, or superior advantages are conceded 
to them, at the expense of their fellows.” 
The new Bankruptcy Act now pending be- 
fore Congress may solve some of these prob- 
lems. I think that this new act, as well as 
the case referred to, are worthy of careful 
study by corporate trust officers. 

The banker and the borrower, of 
negotiate the terms of the trust indenture 
under which the bonds are to be issued, and 
it is entirely reasonable that the efforts of 
the banker should be directed toward mak- 
ing the offering as attractive as possible to 
the prospective investor. He is interested in 
the provisions designed to safeguard his cli- 
ent’s investment. The borrower, too, recog- 
nizes the necessity for such protective pro- 
visions and readily agrees to the terms, if 
in its judgment they can normally meet the 
requirements imposed. 


course, 


We all recognize that in our capacity as 
trustee we play but a minor role in drafting 


the corporate indenture; usually confining 
our suggestions primarily to the workability 
of the instrument and the particular clauses 
dealing with the rights and duties of the 
trustee. In view, however, of recent experi- 
ences, it would seem appropriate for us to 
step out of our role, at least to the extent of 
inviting the attention of the draftsmen of 
corporate indentures to the advantages of 
more flexibility in the matter of sinking 
funds so as to enable the debtor to weather 
a period of stress; preferably a sinking fund 
provision having a direct relation to current 
earnings and accordingly one that will not 
of itself result disastrously for the debtor. 

To facilitate the sale of bonds, the bankers 
often emphasize in the offering circular the 
fact that at maturity a very substantial 
amount, if not all, of the issue will have been 
retired through operation of the sinking 
fund. To that end a fixed amount, payable 
in cash, is often required of the debtor, 
which amount is used to acquire bonds in 
the open market by tender or call by lot. A 
partial solution for the fixed cash sinking 
fund during periods of stress is sometimes 
found in mortgage provisions granting to 
the debtor the privilege of satisfying the 
payment to the fund in bonds taken at the 
principal amount thereof. Thus during a 
period of depression and low earnings, the 
debtor may still be able to meet the sinking 
fund through its ability to purchase bonds 
at a substantial discount. 

The bankers probably would not resent 
the intrusion of the trustee on a question of 
this kind as they recognize that in many 
respects our interests are identical. We are 
both concerned with proper protection and 
safeguards for the bondholder and the liqui- 
dation of the debt in accordance with the 
terms of the indenture. At the same time, 
we are not unmindful of the fact that what 
is consistently harmful to one party to a 
contract is not usually of lasting benefit to 
the other. 


Amortization Provisions in Real Estate Bonds 

The same general principles as to sinking 
funds apply with equal force to the so-called 
real estate issues, due serially, and secured 
by mortgages on office buildings, theaters, 
hotels and other buildings. The drastic re- 
duction in rents has, in many made 
it impossible for the owners to more than 
cover taxes, maintenance and interest on the 
bonded debt so that inability to meet a serial 
maturity has resulted in foreclosure and loss 
of equity. If such foreclosure enabled hold- 
ers of the outstanding bonds to realize the 
principal amount of the debt, or even a sub- 


cases, 
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stantial portion, it would have more to reec- 
ommend it, but as we all know only too well, 
a forced sale these days so often results in 
a deficiency judgment that is seldom liqui- 
dated. So the owner loses and, of course, 
the bondholder loses. 

A more carefully considered method of 
amortization would have saved some of these 
situations. I cannot help but feel that as 
the prospective trustee for such an issue we 
might properly encourage the inclusion of 
earefully phrased provisions to meet this 
contingency now confronting so many cor- 
porate enterprises. It may not be within 
our province to prescribe the remedy, but 
we can at least point out to the banker and 
the borrower the desirability of making some 
provision for it. If adopted, however, new 
safeguards may be necessary to protect the 
bondholder from a debtor, that might other- 
Wise, on occasion, be tempted to take advan- 
tage of a provision designed primarily in its 
interests. 


Leasehold Bonds 

During the years prior to 1930, which 
brought an increased demand for office build- 
ings, hotels, apartments, warehouses and 
garages, a number of these projects were 
financed by means of the so-called leasehold 
mortgage. This is by no means a new type 
of instrument, although its use became more 
general during the recent building 
Little difficulty was encountered by the bank- 
ers in marketing leasehold bonds to a_ pub- 
lic that had become accustomed to the pur- 
chase of bonds during the war period. The 
mad race of builders to realize large profits 
as the result of the demand created for build- 
ings of different types was not stopped by 
their inability to purchase land in desirable 
locations. So long as the necessary land 
inight be leased for a long term of years, 
it was still possible to realize the desired 
profit under the leasehold method of finan- 
cing. 


boom. 


Recent developments have indicated very 
clearly that some of this financing was far 
from conservative. At the inception of some, 
and on the basis of appraisals and reason- 
able rental possibilities, the bonds appeared 
to be fairly safe, as the income was ample 
to enable the corporation to pay taxes, main- 
tenance and ground rent, as well as interest 
on the bonds, leaving a comfortable margin 
of earnings, So apparently it was an extreme- 
ly remote possibility that the bondholders 
would be deprived of the security afforded 
by the leasehold interest in the property. 

The readiness with which this type of bond 
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has been purchased by the public may rea- 
sonably suggest the questions—‘‘Does the 
purchaser fully realize the nature of the se- 
curity offered? Does he know that in the 
event of the forfeiture of the ground lease 
that his investment ‘will probably be entirely 
wiped out?’ I think we may safely assume 
that many are not aware of the risks. We 
cannot be at all sure that the inclusion of 
the word “leasehold” in the title of the bond 
is clearly understood by all investors. 


Lessons from Real Estate Financing 

The building boom, and the subsequent 
period of depression, has resulted in practi- 
cally every city of the United States being 
overbuilt at the present time with an excess 
of office buildings, hotels, apartments, ware- 
houses, garages, ete. It will probably be a 
long time before the demand for these build- 
ings equals the available supply. The 
chaotic condition of the real estate market, 
and the drastic reduction in rentals has 
seriously jeopardized the entire investment 
of many of the holders of leasehold bonds. 
In the more usual forms of real estate in- 
vestment, where the fee is mortgaged, the 
bondholder has the comforting thought that 
he will probably salvage something from his 
investment even in the event of a foreclos- 
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ure, or by participation in a reorganization. 
It is apparent, however, that the holder of a 
leasehold bond has no such assurance. 


In the event of failure or inability to pay 
the ground rent a default occurs under the 
terms of the ground lease and is a cause for 
the forfeiture of such lease, which cannot 
be prevented except by a voluntary assess- 
ment of the bondholders. If, however, the 
prospects are not particularly right for a 
substantial increase in the income of the 
mortgaged property, there is little induce- 
ment for the bondholders to attempt to sal- 
vage anything from their investment. In 
many cities leaseholds are being forfeited 
for non-payment of ground rent resulting 
in all manner of buildings reverting to the 
owners of the land. Losses sustained by the 
bondholders have been enormous. The num- 
ber that has come to grief serves to empha- 
size the hazards in this type of financing. 


Interpreting Fiduciary Responsibility 

Under these circumstances we may well 
give careful consideration to the possibilities 
of the suecess of the enterprise, at its incep- 
tion, before lending our names in a fiduciary 
sapacity. I do not mean that we should 
undertake a physical survey of the property 
or even attempt to determine its potential 
earning power. The trustee cannot, nor 
would it be desirable to assume the réle of 
the investment banker in passing judgment 
on the investment possibilities of bond issues. 


In the final analysis there is a point be- 


yond which a corporate trustee of a bond 
issue may not reasonably be expected to go. 
|The fees do not contemplate any service be- 
yond that directly attributed to the trustee 
by the terms of the indenture under which it 
is acting. As conservative trustees, however. 
we should, more than ever, be on the alert 
to satisfy ourselves as to the good faith and 
integrity of the debtor and the reputation of 
the bankers sponsoring the issue. Adherence 
to this policy in respect to all corporate bond 
issues will reduce the chances of haying our 
names identified with issues against which 
criticism may subsequently be directed. 


Caution Signals in Connection with 
Unsavory Promotions 

We are all naturally hopeful that the time 
Will soon come when a substantial amount of 
legitimate and sound financing may again 
be possible. Along with it there will prob- 
ably be the usual quota of questionable 
schemes that invariably come to light during 
periods of prosperity. Let us beware of the 
new and untried enterprise that offers stock 


on subscription and pays liberal commissions 
to the seller. I am reminded of a case dur- 
ing 1929. A determined looking individual, 
armed with an impressive array of blue- 
prints and engineers reports, presented him- 
self and inquired if we would care to act as 
subscription agent for a proposed issue of 
stock to finance a copper mine somewhere in 
Canada. Shares were to be $10 each. 

Admittedly it was only a prospect, no cop- 
per ever having been removed in commercial 
quantities, but the investor was to be amply 
protected. Naturally we were curious as to 
how this could be accomplished. Simple 
enough. The promoter would authorize the 
subscription agent to hold out $1 for each 
share of stock sold, and the interest allowed 
and compounded on this amount would in 
the process of time restore the original in- 
vestment of $10 to the stockholder in the 
event that the project failed—and, of course, 
if the stockholder lived long enough, Some 
of our neighboring financial institutions will 
also probably recall being offered this busi- 
ness because I do not think we were the first 
nor the last to whom it was tendered. 


Care in Accepting Corporate Trusts 

During the course of a year, it is not un- 
usual to come in contact with many pro- 
moters of various schemes equally fantastic, 
or perhaps having slightly more merit. We 
are all aware that many new projects are en- 
tirely legitimate and will stand the closest 
serutiny. So often, however, it is purely a 
stock jobbing proposition and the backers 
sometimes find it helpful to have a bank or 
trust company act as subscription agent or 
in some other capacity. It is not at all sur- 
prising to learn in some cases that the name 
of the bank had been represented by high 
pressure salesmen as the sponsor. Even in 
some situations that have come to my atten- 
tion that were at least considered legitimate, 
if not endowed with all the elements of suc- 
the name of the bank acting as agent 
was given a very conspicuous place in all 
advertising copy. A prominence out of all 
proportion to actual necessity. None of us 
is left in doubt as to the reason. We must, 
therefore, zealously guard our names and ex- 
ercise great care in accepting business of this 
type. And if possible, examine proofs of pro- 
posed circulars and advertisements to see 
that our names, if used, are incidental and 
not featured. 


cess, 


In any subscription proposition that is ac- 
cepted I think we would be well advised to 
insist as a matter of policy that the checks 
in payment of the subscription price for the 
security offered be drawn by the subscriber 
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to the order of the corporation and not to 
the bank or trust company acting as_ sub- 
scription agent. This practice seems desir- 
able because it remove from the 
subscriber’s mind any idea that the bank or 
trust company is directly identified with the 
enterprise, and also reduces the possibility of 
overzealous salesmen conveying the impres- 
sion that the agent is directly interested. 
The same recommendation applies to all pay- 
ments that may be received in any agency 
capacity. 
Problems Arising from Bond Defaults 

At present we are confronted with a com- 
paratively new problem resulting from the 
numerous defaults in bond issues. I refer 
to the mushroom growth of all manner of 
protective committees, ready to jump in and 
“protect”? wherever such protection will pay 
the biggest dividends to the “protector.” We 
are all aware that many of these so-called 
committees are entirely without experience 
and only further confuse a situation that re- 
quires clear thinking and intelligent treat- 
ment. 

The so-called 


serves to 


“independent” has spread 
considerable propaganda against the com- 
mittee sponsored by the houses of issue to 
whom we have become accustomed to look 
to protect the investors’ interests. Just now, 
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however, the independent committee is not 
without its advocates. Obviously, a number 
of such independent committees are entirely 
legitimate, in fact serving without thought 
of compensation. They often own or con- 
trol a portion of the securities involved and 
their only interest is a sincere desire to sal- 
vage as much as possible for all the investors. 
As to some, however, we have certain res- 
ervations as to the sincerity of their appar- 
ent solicitude for the security holder whom 
they undertake to represent. It is, of course, 
the latter type that finds it a distinct ad- 
vantage to have a bank, well known in the 
particular locality, identified with it as de- 
positary. It furthers their plans and encour- 
ages the deposit of securities by holders who 
are prompted to do so solely because of con- 
fidence inspired by the name of the depos- 
itary. We are all aware that this is particu- 
larly true in the case of individuals who sel- 
dom inquire as to the identity of the com- 
mittee members or their qualifications. 


Depositary for Protective Committees 

Without the services of a depositary, how- 
ever, it is practically impossible for these 
committees to exert any appreciable influ- 
ence. It is well to bear in mind also that 
the depositary is the logical lender of what- 





TRUST 


Every Trust Receives 


the Personal Attention 


of the Senior Executives 


FULTON TRUST 
COMPANY 


OF NEW YORK 
Established 1890 


Uptown OFFICE 
1002 Madison Avenue 


MaIn OFFICE 
149 Broadway 


Member Federal Reserve System 





ever funds may be required by the commit- 
tee to cover their expenses, pending the con- 
summation of a reorganization. Even though 
the security afforded by a lien on the depos- 
ited securities may be adequate, we should 
bear in mind that an irresponsible committee 
may tire of its efforts to protect the security 
holder, or recognize its inability to accom- 
plish its purpose and so disband, leaving the 
depositary to recover its advances as best it 
can by a pro rata assessment of the deposi- 
tors. Then too, we must remember that the 
depositary is subject to the direction of the 
committee with respect to the disposal of 
the deposited securities and it is quite con- 
ceivable that their acts, if ill advised or the 
result of incompetence, might embarrass the 
depositary and subject it to criticism by the 
depositors. 

Before consenting to serve as depositary 
for protective committees, it is, therefore, of 
the utmost importance that we carefully in- 
vestigate the proposed members and satisfy 
ourselves as to the sincerity of their purpose 
to be of genuine assistance to the security 
holders. From experience we have come to 
realize that a depositary is considered the 
fountain head for information regarding the 
committees for which it is acting. We would 
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be well advised, therefore, to decline any ap- 
pointment if we have any reservations as to 
the personnel. 

Trustee Under Investment Trusts 

Another problem on which there is a vari- 
ety of opinion among banks and trust com- 
panies is the matter of the investment trust. 
This type of trust is, of course, not new. It 
has been a recognized vehicle for financing 
in some foreign countries for many years, 
although its development in the United 
States is comparatively new. In spite of its 
novelty, the investment trust has attained 
what appears to be a permanent place in our 
financial structure, and it is not at all un- 
likely that a sustained improvement in the 
stock market will encourage the creation of 
other trusts of this general pattern. 

I shall not attempt to discuss here the 
hazards confronting the trustee under the va- 
rious types of investment trusts, but merely 
sound a note of warning to all members of 
this association to exercise the utmost care 
in lending their names to the investment 
trust about which they have any doubt. 
There is perhaps no other type of trust busi- 
ness in which the trustee’s name may be used 
more frequently as a selling argument. 

In conclusion, let us bear in mind con- 
stantly that when we lend our names in a 
corporate fiduciary or other agency capacity 
we are assuming at least a moral responsi- 
bility, and that the value of the name we are 
lending is far in excess of any fee we may 
receive for our services. 

Ro fe fe 
WILMINGTON TRUST COMPANY 

In the January, 1933, issue of TrRusT Com 
PANIES it was erroneously stated that the 
surplus and undivided profits of the Wil- 
mington Trust Company of Wilmington. 
Delaware, amounted to $400,000, as of the 
close of last year. The figure should have 
been $10,800,000. The capital is $4,000,000 
and banking resources total $39,200,000. Per- 
sonal trust funds administered by the Wil- 
mington Trust Company aggregate $165.- 
000,000. 


The Empire Trust Company of New York 
has been appointed transfer agent for Limit- 
ed Bancshares, Ine, participating 6 per cent 
stock and common stock. 

James A. Delehanty, former General Ses- 
sions Judge, has been appointed as Surrogate 
of New York County to succeed John P. 
O’Brien, who recently took office as mayor 
of New York City. Judge Delehanty comes 
to his new office with a background of exten- 
sive experience in legal work. 
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(Epiror’s Nore: Japan has shown itself thoroughly modern in introducing corporate 


fiduciary facilities. 


In a general way the trust companies in Japan follow the procedure 


of American trust companies and most of the law governing trust business is shaped on 


statules in this country. 


The author discusses the growth and functions of Japanese trust 


companies. It is of interest to note that life insurance trusts are growing in favor in Japan.) 


N Japan, trust business was legally ac- 

knowledged in the Act of the Industrial 

Bank of Japan of 1900 for the first time. 
We may say that the history of the trust 
business in Japan began at that time. And 
in 1905, the Secured Debentures Trust Act 
(Law No. 52, March, 1905) was enacted. It 
was, however, in 1906 that the first company 
using the words of “trust company” in its 
trade name had appeared. It was the Tokyo 
Trust Company, Ltd., whose authorized capi- 
tal was 5,000,000 yen (approximately $2,500,- 
000) of which 2,375,000 yen was paid up. 
After that date, the number of the trust 
companies steadily increased, especially dur- 
ing and after the World War. But there was 
no specific law to regulate them, and these 
so-called “trust companies’ were not trust 
companies in the strict sense of the word, so 
that they brought about many evils and 
failed one after another. Therefore, the en- 
actment of a special trust company law had 
become imperative, till at last on April 21, 
1922, the Trust Act (Law No. 62) and the 
Trust Business Act (Law No. 65) were pro- 
mulgated, both of which became effective on 
January 1, 1923. Then the fiduciary institu- 
tions emerged in Japan. 

In Japan, under the Trust Business Act, 
the fiduciary institution must be formed as 
a joint-stock company, having the authorized 
capital of more than one million yen, and 
must use the words “trust company” in its 
trade name. And no institutions except the 
trust company are authorized to do trust 
business. Though its organization was built 
along the American lines, it has no authority 
to conduct commercial banking business like 
the trust company in America. It is strictly 
a fiduciary institution in deed as well as in 
name, 


Trust Field Dominated by Big Four 
Though the Big Five rules the Japanese 
banking, the field of the trust company is 
dominated by the Big Four. This is due 
to the fact that the Dai-ichi Bank or the 
First Bank (one of the Big Five) has no 
affiliated trust company. According to the 
order of the amount of trust property, the 
Big Four are the Mitsui, the Sumitomo, the 
Mitsubishi and the Yasuda. In Japan, the 
leading trust companies are affiliated with 
the larger banks, in other words, the larger 
banks formed their affiliated trust companies 
in order to prevent the conversion of their 
fixed deposit, which is the essential source 
of their activity, into the money in trust of 
the trust company which has no affiliate 
relation. Now we must pay attention to the 
following fact. From the legal point of view, 
the fixed deposit in banks and the money in 
trust in trust companies are different but eco- 
nomically they resemble so much that money 
in trust is commonly called “trusteed de- 
posit.” The composition of the Big Four is 
as follows: 

Affiliated bank 

(1) The Mitsui Trust Company, Ltd.— 
The Mitsui Bank, Ltd. 
(2) The Sumitomo Trust Company, Ltd.— 
The Sumitomo Bank, Ltd. 
(3) The Mitsubishi Trust Company, Ltd.— 
The Mitsubishi Bank, Ltd. 

(4) The Yasuda Trust Company, Ltd.— 
The Yasuda Bank, Ltd. 
Today there are 37 trust companies with 
14 branches. Of these 51 offices, 13 in Tokyo, 
11 in Osaka, 3 in Kyoto and Nagoya each. 
The remaining 21 offices are found in other 
cities and towns, including Kobe and Yoko- 
hama. Thus we may say, the trust business 
in Japan is centered in Tokyo and Osaka. 
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STREET SCENE IN BUSINESS CENTER OF TOKYO, JAPAN 


At the end of August of this year (1931), 
the amount of trust property is estimated 
at 1,460,566,096.29 yen. And that of the 
Big Four is 1,039,763,370.42 yen. 

The trust company is authorized by law 
to accept in trust the following assets, (1) 
money, (2) securities, (8) monetary claims, 
(4) movable property, (5) real estate, (6) 
superficies and (7) lease of land. But the 
trust company which receive money in trust, 
is prohibited to receive movable property in 
trust. And there is none accepting lease of 
land in trust. ‘Trust business is classified 
according to the kind of estate when the trust 
was created, so that we can classify fiduciary 
business as follows: (1) trust of money, (2) 
trust of securities, (3) trust of monetary 
claims, (4) trust of real estate, (5) trust 
of superfices, (6) trust of lease of land. 


Life Insurance Trusts Established 

The first life insurance trust in Japan was 
established by the Mitsui Trust Company in 
1925. After that date, other companies fol- 
lowed it and began to accept this new kind 
of trust. But its growth is very slow, and 
even at the end of September of 1931, the 
amount of trusteed life insurance is only 
7.680,599 yen. When we compare this with 
the amount of the life insurance of about 
8.500 million yen, this seems disappointing. 
But in 1930 there was a favorable event, 
from the viewpoint of the development of 
life insurance trust. It was caused by the 


removal of the gold embargo. After that, 
the Japanese market had become so dull as 
to discourage the increase of the amount 
of the money in trust. Therefore, trust com- 
panies were obliged to develop the other field 
of trust business. 

At the general meeting of the Japanese 
Trust Companies Association of last year, 
which was held in Osaka President Yoneyama 
expressed his desire to develop life insurance 
trust. During the second half of the last 
fiscal year, the special committee of the life 
insurance trust studied the method of accept- 
ing life insurance trust, in order to develop 
this new kind of trust business, co-operating 
with the Japanese Life Insurance Companies 
Association. ‘Therefore, it would not be too 
much to say that the year 1931 marked the 
real beginning of the life insurance trust 
business in Japan. 


Subsidiary Business Authorized 
Besides fiduciary business, the Trust Busi- 
ness Act of 1922 authorized the trust com- 


pany to conduct the following subsidiary 
business: (1) safe deposit business. (2) 
guarantee of liabilities, (8) broking for trans 
actions of real estates and for monetary 
loans or lending on real estates, (4) agency 
for flotation of loans, debentures and stocks, 
(5) agency services concerning the following 
items: (a) Possession, management, dis- 
posal and loan of property, (b) adjustment 
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or liquidation of property, (c) collection of 
elaims, (d) discharge of debts. 

By the Amendment Act of 1929 (Law No. 
67 of May 31, 1929), however, the trust com- 
pany was authorized to engage in the two 
forms of new subsidiary business, i.e. audit- 
ing and execution of the will pertaining to 
property. Today about 20 trust companies 
are engaging in these new functions. The 
business of auditing has hitherto been au- 
thorized only to the official registered ac- 
countant or “Keirishi’ under the Accountant 
Act (Law No. 31, 1927). But after the re- 
peated entreaties and solicitations, this busi- 
ness was also allowed to the trust company. 
In Japan, the people usually leave no prop- 
erly drawn will, i.e. he dies without leaving 
a will in the strict sense of the word. If the 
dying man is conscious of the necessity of 
making a will, he makes a will by word of 
mouth to his wife, sons or relatives. There- 
fore, the business of the execution of the will 
concerning property is seldom met with, and 
there is no hope of increase in that line. 

& & > 

FARM CREDIT AND SUSPENSION OF 

FARM MORTGAGE FORECLOSURES 

tecent announcement by large institu- 
tional investors, notably the insurance com- 
panies, led by the Prudential Insurance Com- 
pany of America and the New York Life 
Insurance Company, to grant a suspension 
of foreclosures on owner-occupied farms. has 
imparted more encouragement to agricul- 
tural interests than all promise of legislative 
nostrums advocated at Washington. The 
sentiment among bankers here is that the 
farm-debt problem will respond more read- 
ily to direct conciliation and agreement on 
the part of mortgage holders, whether insti- 
tutional or individual. 

It is obvious that the farm mortgage situa- 
tion and the discouragingly low prices for 
farm products constitutes one of the most 
Serious obstacles to general business recov- 
ery. Some relief is provided by regional 
agricultural credit corporations established 
by the Reconstruction Finance Corporation 
and federal intermediate credit banks are 
in somewhat better position to obtain loan- 
able funds on their debentures. But when 
all factors are taken into account the impor- 
tant fact remains that the farmer is not get- 
ting enough for his production to meet in- 
terest and debt charges. Not much faith is 
placed in the various schemes proposed at 
Washington, largely of an inflationary na- 
fare, which would result in aggravating the 
arm mortgage burdens. Most of the dis- 
‘reSS now experienced by farmers can be 


traced directly to the false legislative stimu- 
lants. 

The farm debt problem is most serious in 
the twelve North-Central States between 
Ohio on the east and Kansas on the west. 
In this area are located only 33 per cent of 
the entire country’s farms, but owe 59 per 
cent of the aggregate mortgage debt. Nearly 
12 per cent of this is owed in Iowa alone. 
An interesting experiment is noted in 
Nebraska which promised some measure of 
practical relief and which is designed to en- 
courage debtor-creditor agreements through 
boards of conciliation. 

IT CAN BE DONE 

The development of any type of trust 
business seems to be limited only by the 
will of the bank or trust company to culti- 
vate the business. During the past two years 
there has been a majority opinion among 
trust officers that the life insurance trust 
could not be sold, was not worth selling, and 
that business on the books was of question- 
able value. 

Qne large trust company, located on the 
Pacific Coast, has ignored the majority. It 
averaged $8,000,000 a year for 1928-1931 in- 
elusive, which was one-half the production 
for the city in which it is located. It en- 
tered 1932 with no defeatist attitude and its 
optimism, supported by extra sales pressure, 
was amply rewarded. 

The year 1932 saw a reduction of about 20 
per cent in total production, but the average 
size of new trusts was up 35 per cent. In 
addition, by furnishing lawyers copies of 
insurance trusts, part of the difficulty of 
securing properly drawn testamentary trusts 
was overcome by the simple request of the 
client that his lawyer make the testamentary 
trust parallel the insurance trust terms so 
that they might be administered together 
after probate. 

And finally, by a most ingenious and ac- 
curate examination of trusts previously cre- 
ated it was determined that there has been 
a shrinkage of but 18 per cent in the poten- 
tial business on the books. The probate of 
personal and real property during the past 
two years, and the known condition of real 
estate and security markets, indicates that 
the insurance trusts are the least depreciated 
of all the potential business. 


A Recapitulation 


“Life Insurance Trusts: 
for the Draftsman,” is the title of an article 
by Elmer I. Phillips of the Pennsylvania and 
Ohio Bars, appearing in the January, 1933 
issue of the University of Pennsylvania Law 
Review. 
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THE OLD-FASHIONED SAFE DEPOSIT 
BOX 


“Hear me out,” said Wegg, * * * “Hear me 
out. Man and brother, I have found a eash- 
box.” 

“Where?” 

“Hear me out,’ said Wegg. “On a certain 
day I happened to be walking in the yard 
* * * and happened to have an iron rod in 
my hand when I struck it against the pump, 
and found, not only that the top was loose 
and opened with a lid, but that something 
in it rattled. That something, comrade, I 
discovered to be a small flat oblong cash- 
box.” 

“There were papers in it?’ said Venus. 

“4 paper,’ cried Wegg. “The box was 
locked, tied up and sealed and on the outside 
was a parchment label with the writing, 
‘My will, John Harmon, temporarily deposit- 
ed here.’”’ 

“We must know its contents,” said Venus. 

“I said so,” cried Wegg, “and I broke the 
box open.” 

“Without coming to me,” exclaimed Venus. 

“Exactly so, sir,” returned Wegg blandly, 
“and I examined the document. Regularly 
executed, regularly witnessed, very short. 
Inasmuch as he has never made friends, and 
has ever had a rebellious family, he, John 
Harmon, gives to Nicodemus Boffin, the Lit- 
tle Mound, and gives whole rest and residue 
of his property to the Crown.” 


WeGG TELLS OF DISCOVERING THE HARMON WILL 
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“The date of the will that has been proved 
must be looked to,” said Venus, “It may be 
later than this one.” 

“T said so,” cried Wegg, “I paid a shilling 
to look up that will. Brother, that will is 
dated months before this will. vie 

The incident above from “Our Mutual 
Friend” by Dickens and the accompanying 
illustration, compose another of the attrac- 
tive series of folders issued by the Royal 
Trust Company which has its head office in 
Montreal and has trust assets of $480,000,000 
under administration. The quotation from 
Dickens is aptly employed to show what a 
grave error it is to place important papers, 
such as bonds, stock certificates and other 
valuables in insecure places about the home 
or office when safe deposit facilities such as 
provided by the trust company are available 
at small cost. 


WILL WRITING IS NOT A SAD OR 
SPOOKY SUBJECT 
Many people regard the writing of wills 
with the same superstitious dread which 
prompts them to avoid walking under a lad- 
der or crossing the path of a black cat. 
Many families, wives and children suffer 
want and penury today because of this foolish 
superstition which leads men to put off or 
procrastinate in the solemn duty of writing 
wills. 
Superstitiously 


inclined citizens of Spo- 
kane, Washington, received a good natured 
jolt recently when the trust department of 
The Old National Bank & Union Trust Com- 
pany of that city, distributed a neat and 
refreshing folder bearing the:title “It’s Not 


a Sad Subject.” In a letter from _ vice- 
president and trust officer, William J. Kom- 
mers, which accompanies the folder, atten- 
tion is called to the sage advice and common 
sense going with the story by Don Herold 
which is reproduced. 

Some of the pithy sentences by Herold are: 
“Will writing is not a sad, spooky, creepy, 
to-be-postponed subject. It is, in fact, happy, 
wholesome and entirely pleasant—something 
which can be talked about right out loud, 
anywhere, anytime. Now, making a_ will 
and appointing an executor and a trustee 
are all simply a matter of putting down on 
a piece of paper some short, snappy instruc- 
tions as to how you want things looked after, 
for your wife and children, after you go on. 

“I'd hate to think of the financial mess 
my family could get into if I hadn’t made a 
will and appointed my executor and trustee. 
By having a couple of short sessions with 2 
lawyer, I’ve saved them dozens of long 
sessions with lawyers and courts.” 
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WHY TRUST MEN SHOULD BE WELL GROUNDED IN 
PRINCIPLES OF LIFE INSURANCE 


GUY B. HORTON 
Attorney of the National Life Insurance Company, Montpelier, Vermont 


ROBABLY the most prolific source of 

trouble in life insurance trusts is the 

lack of knowledge by draftsmen or by 
attorneys or officers of trust companies of 
the principles of life insurance. Including 
life insurance in a trust is quite a different 
thing than including cash or a railroad bond. 
Cash and bonds and real estate are dead 
things and their situation in the trust is 
clear, but insurance is living prior to matur- 
ity by endowment or death. The policy gives 
the insured a bundle of rights—about divi- 
dends, borrowing, surrender, accumulation, 
disability, conversion, change of beneficiary, 
ete. These rights differ greatly in the poli- 
cies which the insured has in different com- 


panies and may differ in those he has in the 


same company. The instrument of trust must 
deal with these powers by providing that 
they belong to the trustee or the cestuis of 
the trust or that they are retained by in- 
sured. The successful draftsman must be 
well grounded in the principles of insurance 
and policy provisions as well as in the law. 

A compact book recently issued attempts 
to supply needed information under the title 
“What Bankers and Trust Men Should Know 
About Life Insurance.” The author is Frank- 
lin W. Ganse, C. L. U. His object as 
stated in the preface is to “supply the subject- 
matter for a working manual on life insur- 
ance to be useful to bankers, trust officers, 
and others engaged in the trust activities 
of banks and trust companies.” 

Mr. Ganse lays the foundation by a survey 
of life insurance as a financial institution, 
its field of service, and life insurance needs 
of special interest to bankers. He then 
discusses in more detail the difference be- 
tween mutual, stock, and assessment com- 
panies, the different kinds of policies, and 
briefly refers to industrial, group, and war 
risk insurance. We are well instructed in 
the principles of life insurance including ex- 
amination of applicants, insurable interest, 
reinsurance, substandard and aviation risks, 
rate-making, mortality tables, premiums, load- 
ing for expenses, the difference between par- 


ticipating and non-participating policies, and 
the use of dividends to accelerate maturity of 
the policy. A chapter is given to incidents of 
ownership with special reference to right to 
change the beneficiary, to borrow upon the 
policy, and to surrender it for its cash value, 
and another chapter is given to taxes on life 
insurance. Disability features and annuities 
are described. 

As would be expected, a considerable por- 
tion of the book is devoted to payment of the 
proceeds. Such payment, Mr. Ganse points 
out, may be arranged through the insurance 
company under interest and installment op- 
tions, or through a trustee to which the in- 
surance company will pay the proceeds in 
one sum. The nature of such deferred set- 
tlement by the life company is described and 
its advantages over the trust method out- 
lined. Similarly, the advantages of the trust 
method are set out. The author concludes: 

“The result will probably be that the holder 
of a number of life insurance policies will de- 
vote some of them to meeting lump sum 
needs, some to payment by options, and an 
increasing amount, according to the size of 
his estate, to providing for income and other 
needs through a life insurance trust.” 

In face of so much that is praiseworthy, 
it may seem discourteous to express the wish 
that the author had better informed his read- 
ers on when assignment and when the change 
of beneficiary method should be used to place 
insurance in a trust and if assignment be 
selected, the imperative need that all bene- 
ficiaries of the policy be eliminated by change 
to insured’s estate before the assignment is 
executed or the trust instrument is executed 
when that document acts as an assignment. 
The excuse for speaking of the omission is 
the great trouble caused by bad judgment in 
choosing the method of inclusion and by fail- 
ure to clear the insurance before creating the 
trust. It also would have been helpful if he 
had dwelt more at length on the necessity of 
reserving in the trust instrument rights in 
the policy, especially the right to designate 
a new beneficiary. 
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ADVANCES IN PROBATE LEGISLATION AFFECTING 
ESTATES AND TRUST ADMINISTRATION 


ADJUSTMENTS IN PROCEDURE DICTATED BY CHANGING CONDITIONS 


WILLIAM C. TURPIN, Jr. 
Member of the Georgia Bar 


(Epiror’s Norte: 


Recent legislative revisions of probate codes, especially in Cali- 


fornia and Ohio, emphasize that while underlying principles of law and equity are eternal. 
there is constant urge for improvement in the body of administrative and procedural law. 
With the great volume of trust and estate responsibility confided to trust companies and 
banks as fiduciaries and the certainty of constantly increasing reliance upon corporate 
trustees, the need of improving and standardizing laws governing probate and fiduciary 
administration, should receive earnest consideration.) 


HERE has been for centuries an out- 

cry against the law for its lack of 

progress, and against lawyers for ad- 
herence to outmoded forms and archaic prac- 
tice. Shakespeare himself refers feelingly 
to the law’s delays. Thackeray turned against 
the Bar his biting satire and gave to the 
profession the attractive title of “the great 
unwashed.” Dickens had almost an obses- 
sion on the subject, and in both serious and 
lighter vein hammered for relief against a 
system, which to him at least, was but a 
perversion of justice and oppression of the 
poor. True to my calling, I would here cite 
a ease—a case which was never tried, in 
which the parties never lived on earth, and 
yet a case which is without exception the 
finest reported case in the books: Bardell vs. 
Pickwick, reported by Charles Dickens him- 
self. It is a temptation to read that report 
in full and doubtless we would enjoy seeing 
again Sergeant Buzfuz; the judge whose 
breakfast had left him in such testy humor; 
the jury characteristically wondering what 
it was all about; Mrs. Bardell with her chops 
and tomato sauce; Samuel Weller and his 
rotund father, and above all that great man, 
Mr. Pickwick, who was so abused by the 
decision in that immortal case. 

These criticisms of the law are legend 
and in modern phrase we learn from glib 
critics that we live under stage coach laws 
in an airplane age, while the courts are 
roundly abused for applying medieval rules 
to modern eases. Such criticism overlooks 
the fact that though circumstances and ma- 
terials may change, principles are eternal, 
and if the rule is sound, its application will 


inevitably reach the truth, whether it be 
applied to an ox-cart or a Cadillac. 

The thought I would leave is that the 
basic principles of the law are sound and 
true, and apply as well today as they did 
in years long gone. Murder was murder 
before Moses brought down the tables of 
stone from the thunder of Sinai and love 
was the true law of life long before the 
gentle Nazarene ever walked in Galilee. 


Changed Concepts as to Law of Trusteeship 

Nor would we concede for a moment that 
the law does not change and advance as con- 
ditions change and civilization becomes more 
complex. I quote: “Corporations cannot be 
trustees. The reason assigned for this rule 
is that no trust or confidence can be re- 
posed in them; that they cannot be com- 
pelled to perform a trust, for courts of 
equity in decreeing the execution of a trust 
lay hold upon the conscience, and it is im- 
possible to attach any demand upon the 
eonscience of a body so artificially created 
that it cannot in the nature of things have a 
conscience. Again it is said that they cannot 
be imprisoned if they refuse to obey the 
decrees of the court.” 


The quotation is from Perry on Trusts, 
the foremost authority on that difficult sub- 
ject, and it is literal and exact—except for 
a change in tense—and that change, which 
has occurred in little over a hundred years, 
is the only reason for our possible existence 
as corporate fiduciaries. As late as 1844, the 
Supreme Court of the United States in the 
ease of Videl vs. Girard considered this ques- 
tion seriously. 
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The will of Steven Girard left a large be- 
quest to the city of Philadelphia in trust 
for the purpose of establishing and main- 
taining a college. He made certain curious 
provisions in the will, notably the require- 
ment that no minister of the gospel of any 
sect whatever should ever be admitted to the 
college grounds. The will was attacked by 
illustrious counsel, including Daniel Webster 
himself, and-in 1844 it was seriously argued 
that the will was void, because, since the 
city of Philadelphia was a corporation, it 
could not in the nature of things act as a 
trustee. The will stood and the college still 
stands and ministers are still excluded. I 
mention the case to show that though the 
law may progress slowly, still it does pro- 
gress, 

Developments in Probate Law 

The entire body of our probate law is a 
perfect example of the development of the 
law in principle with the retention of many 
ancient forms and expressions. The Church 
for centuries administered in her courts the 
estates of deceased persons and almost all 
the entire phraseology of probate law de- 
rives from this ecclesiastical jurisdiction. 
For instance, the probate judge in Georgia 
is known as the ordinary. If you will leok 
in any Episcopal Prayer Book at the close 
of the Communion Service, you will find a 
rubric in quaint, old-fashioned English di- 
recting that certain matters be referred to 
the “Ordinary” for his determination. The 
ordinary here referred to is not the county 
ordinary, whom we all know, but is an offi- 
cial of the Church under whose jurisdiction 
the matter comes. The use of the word “or- 
dinary” for probate judge is almost, if not 
entirely, peculiar to Georgia, but its reten- 
tion illustrates the origin of our probate 
court. 


Revision of Probate Law in California 

During 1931 the great states of California 
and Ohio revised, codified and restated their 
probate law. California like so many west- 
ern states has retained the doctrine of com- 
munity property; that is, a kind of partner- 
ship in property between husband and wife, 
which is foreign to states like Georgia whose 
inheritance is from the English syste n. This 
peculiarity requires a number of provisions 
which make the California statute entirely 
different from anything we know. 

California is exceedingly liberal with re- 
gard to the corporate fiduciary, and it is 
generally provided that trust companies may 
be appointed in such capacity. The act even 
goes so far as to provide that no corpora- 
tion shall be appointed guardian of the per- 
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son of a ward—a provision which would 
have saved some Georgia trust officers con- 
siderable worry had it been the law here. 
Ohio also provides for corporations acting 
in such capacity, but the requirements in 
Ohio are not as liberal as in California. 


Provisions as to Investment of Trust Funds 

The. California statute does not set out 
what investments are permissible to trustees, 
but relies on the general provisions of their 
civil code which authorize a trustee to in- 
vest trust funds in such manner as to afford 
reasonable security and interest from the 
same. The banking act specifically enu- 
merates securities which are legal invest- 
ments for savings banks, and where the 
trust instrument is silent the ordinary prac- 
tice is for trustees to confine themselves to 
the securities named. This seems to me to 
be a flagrant omission and to render the 
act very incomplete. 

Ohio on the other hand treats the subject 
in detail and authorizes investments in 
United States or Ohio bonds; bonds of any 
political sub-division within the state of 
Ohio, provided such sub-division has never 
defaulted in the payment of principal or in- 
terest on any of its bonds; bonds of any 
other state which has never defaulted in the 
payment of principal or interest; bonds is- 
sued under the farm loan act and real es- 
tate mortgages under certain restrictions. 
Further than this, all investments have to 
be approved by the court. 

In years past it has beeen customary to 
complain at requirements which restrict in- 
vestments by trustees. In the years which 
might be called “A. D.”, meaning ante-de- 
pression, we all thought that we could in- 
crease the income of our trusts by a liberal 
investment policy; since the full workings 
of Hoover prosperity have come upon us, 
most of us who have made investments of 
other people’s money are sincerely and de- 
voutly thankful that the law restricted us 
from acting on the wisdom of our own judg- 
ment. Safety is the first essential in any 
investment; in the investment of trust funds 
nothing else is to be considered in comparison. 


Trust Fees and Compensation 
There is no subject which has a 
universal appeal to members of the Bar than 


more 


that of fees. No matter how discussion may 
have dragged; no matter how weary any 
group of lawyers may be, when the mystic 
word fee is mentioned, you may count on 
seeing a brightening of the eye and quicken- 
ing of the pulse which indicates the most 
profound interest on the part of the legal 
lights. I think it safe to assume that there 
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is a corresponding interest in the same sub- 
ject on the part of those who handle trust 
estates, and I am sure of such interest when 
I turn to the provisions of California and 
Ohio with regard to commissions and com- 
pensation. Both statutes are alike in that 
they provide a sliding schedule of compen- 
sation based on the amount of the corpus, 
and both provide for extraordinary allow- 
ances in extraordinary cases. 

In California the rate begins at 7 per cent 
for the first $1,000; 4 per cent for the next 
nine; 5 per cent for the next ten; 2 per cent 
for the next thirty and for all above $50,000 
1 per cent. Ohio allows 6 per cent on the 
first $1,000; 4 per cent on the next $4,000; 
and on or above $5,000 2 per cent. There 
is no provision in either law for an allowance 
on moneys received and moneys disbursed as 
in the case of Georgia. On the basis above 
outlined, in California in the case of a 
$100,000 estate the fiduciary would be en- 
titled to $1,230. In Ohio the same estate 
would pay $2,120. 

In Georgia, on a basis of 2% per cent for 
amounts received and 21% per cent for 
amounts disbursed, the amount would be 
$5,000. It is manifest that the discrepancy 
between the low figure of $1,230 for Cali- 
fornia and $5,000 for Georgia is too great 
to be accounted for by the difference in con- 
ditions in the two states in question, and 
either California is too low or Georgia too 
high. . 

In an ideal state, compensation would be 
fixed by an impartial court, having in mind 
all the carrying factors which must be con- 
sidered in determining a fair charge, but 
such a system cannot be advocated save in 
a Utopia, for the very obvious reason that a 
human judge would be too susceptible to 
outside influence to be given too broad a 
power in so vital a matter. The subject is 
one to which all who are interested in the 
future of the corporate fiduciary would do 
well to give some very serious thought. 


Criticism as to Administration Expenses 


One of the fundamental objections to the 
corporate trustee is the expense of adminis- 
tration. I realize quite well that the expense 
is a proper one and more often than not 
pays tremendous dividends in the happiness 
and well-being of the beneficiaries of the 
trust, as well as in complying with the wishes 
of the maker of the trust instrument, but 
none the less, it is earnestly submitted that 
as trust business becomes more common and 
aS more and more estates are placed in the 
hands of the only organizations I know which 
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are fully capable of handling them, the over- 
head charge to the estate for the service of 
the fiduciary must be kept at an absolute 
minimum. 

The constant growth in inheritance and 
estate taxes makes a burden on estates which 
we cannot prevent, but we all must keep in 
mind the proposition that a fiduciary of any 
kind is charged with the absolute duty of 
making the burden on the beneficiary as 
light as is consistent with the tremendously 
high class of service these beneficiaries ex- 
pect, and have a right to expect of those 
who occupy the sacred position of trustee. 
As the volume of this business increases and 
as we become more familiar and expert in 
its handling, the overhead will naturally be 
reduced: it is the task of trust officials to 
keep this overhead as low as is consistent 
with the highest degree of ability and char- 
acter in the service which they stand ready 
to render. 


Advantages in Improved Ohio Probate Code 

There are many provisions of these two 
statutes which are interesting and some 
which could well be added to the laws of 
other states. There are two features of the 
Ohio statute to which I would briefly draw 
attention. First of all, there is provided a 
proceeding whereby any trustee can quickly 
and effectively procure from the court a 
declaratory judgment which will determine 
in advance for the trustee any question of 
the interest of any person in the estate, will 
Girect the trustee to do or not to do any 
particular act which is in question and will 
determine any question arising in the ad- 
ministration of the estate, including the con- 
struction of a will. It is perfectly true that 
these things can all be done in Georgia, or 
other states, but Ohio has provided a simple, 
quick and certain method of determination 
by the probate court, which could be invoked 
from time to time by the trustee, and which 
would answer with certainty the many ques- 
tions which arise in the administration of 
a trust and which questions are not of sufli- 
cient importance to justify the bringing of a 
bill in the Superior Court for their deter- 
mination. 

It has always seemed to me that if the 
courts could be called on to render judgments 
in advance, it would result in a tremendous 
saving of time and worry, and do a great 
deal toward eliminating that doubt which 
exists under a system which requires us to 
act first and ascertain later and at our peril 
whether or not our action is in accord with 
the last guess of our appellate courts. 
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Value of Time Schedule 


Ohio has also cast a reflection on the in- 
telligence of those who handle estates and 
has incorporated in her statute a time sched- 
ule which begins with the death of the cre- 
ator of the estate and proceeds, step by step, 
item by item, through the entire process of 
administration, until finally the executor or 
administrator is discharged. This schedule 
bears a marked resemblance to a railroad 
schedule and at first glance is equally unin- 
telligible and unproductive of information, 
but if it be followed, item by item, and date 
by date, it will inevitably bring the trustee 
to the desired haven of discharge, and unlike 
the railroad schedule just mentioned, it is 
guaranteed to bring its passenger to its des- 
tination on time. 

This outline or diagram, as it really is, 
should prove of great help to any one who 
has occasion to deal with the probate courts, 
and a copy of such schedule made out in 
each case handled with each item checked 
off as it is done, and the date of the action 
noted down, would be a tremendous help in 
handling any estate, whether simple or com- 
plicated. The only objection which I have 
been able to find to the schedule is the fact 
that it eliminates in some measure the neces- 
sity for the advice of counsel, and while 
laymen may regard this as a consummation 
devoutly to be wished, no lawyer can fail 
to view any such proceeding with alarm. 

I began this discussion with the proposition 
that the eternal principles of the law are 
true and unchanging, but that the body of 
administrative and procedural law is con- 
stantly being changed and adjusted to chang- 
ing conditions and changing times. The two 
probates codes which we have considered are 
ample evidence of the truth of these propo- 
sitions. We are on the threshold of what 
is probably the greatest development in 
banking activity in this century, the de- 
velopment of the corporate trustee. Trust 
companies have already been made the cus- 
todians of millions of dollars of money and 
will be made custodian of many, many, more 
millions. But they have been given a re- 
sponsibility far greater than that. They 
will be entrusted by countless people with 
the responsibility of administering the fruits 
of a life time of effort and of protecting 
those fruits for the benefit of those for love 
of whom the estates were created. It is a 
sacred trust, and one which must be adminis- 
tered with fine principles of honor coupled 
with business judgment. 

a 2, 
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FEDERAL RESERVE SYSTEM AND 
SAVINGS BANKS 

A. C. Robinson, chairman of the board of 
the Peoples-Pittsburgh Trust Company, re- 
cently addressed the Eastern Regional Sav- 
ings Conference of the American Bankers 
Association in New York, upon the subject, 
“Can the Services of the Federal Reserve 
System Be Fitted to the Needs of Savings 
Banks and Savings Departments?” He 
stressed the fact that some of the savings 
banks which have failed in America during 
the past three years were solvent but were 
unable to realize cash quickly enough to meet 
emergency demands, because their funds 
were loaned on term mortgages and other 
good but slow assets. 

Mr. Robinson explained the difference be- 
tween the character of the investment assets 
held by state and national institutions, and 
vigorously opposed any change in the Fed- 
eral Reserve System which would permit it 
to extend credit to member banks on mort- 
gages or other long term obligations. In the 
open discussion following Mr. Robinson’s 
remarks, financial leaders of the country 
analyzed various proposals which have been 
put forth for strengthening and unifying the 
American banking system. 


RECORD DISTRIBUTION BY NEW YORK 
COMMUNITY TRUST 

The New York Community Trust, with 
which most of the New York banks and trust 
companies are associated as trustees, has ren- 
dered signal service in charitable and relief 
work during the past year. Distributions 
amounted to $197,140 and resources are 
shown of $7,320,000. Disbursements’ the 
past eight years reach a total of $925,760. 
The largest recipients were the Salvation 
Army, Visiting Nurse Service, Hebrew Uni- 
versity in Palestine, United Hospital Fund 
and several of the larger charitable societies. 
The largest of the trusts now under admin- 
istration are the Laura Spelman Rockefeller 
Memorial, the Jacob H. Schiff Memorial and 
the Moritz and Charlotte Warburg Memorial. 
The first was created by the transfer of 
2,500,000 late in 1928; both the others were 
set up in amounts of $500,000. 


The Glastenbury Bank & Trust Company 
of Hartford, Conn., has increased its quar- 
terly dividend rate from 50 to 75 cents a 
share on capital of $50 par. value. 

Plans for consolidation of the First Na- 
tional Bank and the First Minneapolis Trust 


Company into the First National Bank & 
Trust Company, have been approved. 
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SOME IMPORTANT PHASES OF BUSINESS RECOVERY 


EXCERPTS FROM ADDRESS BY JULIUS KLEIN, ASSISTANT SECRETARY OF 
COMMERCE, DELIVERED AT THE RECENT BANQUET OF 
THE MID-WINTER TRUST CONFERENCE IN NEW YORK 


N every period of unusual stress the hunt 

for scapegoats is always in full cry; and 

our financial institutions are usually the 
favorite victims. Now it must be frankly 
admitted that the tragedies in banking and 
allied fields have revealed serious weaknesses 
which cannot be condoned. Of these I am 
not of course in a position to speak in any 
expert capacity. Instead with no pretense 
whatever at such specialized qualification I 
venture to mention the subject only as a 
phase of the larger problem of business re- 
covery in general. 

If sheer quantity of advice carried any 
assurance of cure then our financial institu- 
tions would long since have been well on the 
road to recovery. Financial diagnosis seems 
to be definitely on a mass production basis. 
The only difficulty arises, of course, from 
the fact that there is probably no field in the 
whole range of our business activity which 
offers more perilous consequences from the 
tinkering of amateurs or the crudities of 
demagogues than this one. If we are to 
have operations on these institutions—and 
some are obviously necessary—let them by 
all means be recognized as jobs for a dex- 
terously manipulated scalpel and not for a 
bungling meat-ax. 

Frankly, with a casualty list of some 10,000 
banks during the past decade, there does 
seem, to the casual, non-professional ob- 
server, to be some warrant for concern, for 
thoroughgoing clinical analysis. But we 
should not, it seems to me, be led into a 
sweeping arraignment of the methods and 
policies of our entire banking and trust com- 
pany structure simply because of the dras- 
tie fate which befell a portion of it, made 
up not entirely, of course, but to a consid- 
erable extent of unsound or inexperienced 
intruders in this highly technical profession. 

There has lately been considerable discus- 
sion—and much of it decidedly helpful and 
constructive—of the status of banking and 
trust company directorates. Many of these 
include prominent industrialists whose nu- 


merous connections impress the public with 
the valuable contacts of these institutions. 


Serious Weaknesses Revealed in Banking 

Once more, without inferring for a moment 
any expert capacity whatever on my part, 
it may be this tendency which has laid some 
institutions open to the unwarranted accu- 
sation of developing widespread interlock- 
ing directorates with consequent influence of 
financial leadership over industrial poliev. In 
that connection it is of course true that 
nearly all banks find themselves most un- 
expectedly plunged into the novel responsi- 
bilities of operating unfortunate industries 
which have expired, so to speak, right in 
their laps. We can be quite sure that there 
is many a banker and trustee who would 


rather not be “interlocked” with the monkey- 
wrench business or the clothing trade and 


Dr. JuLIUS KLEIN 
Assistant Secretary of Commerce 
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would be devoutly thankful for any good 
way out, graceful or otherwise. 

Like the rest of the human race and its 
institutions, our banks, bankers and trust 
companies have revealed serious weaknesses 
under the stress and strain of these past 
three years. They, too, have been assailed 
by the relentless forces of an economic cata- 
clysm that has destroyed political parties in 
many countries, that has broken down cur- 
rency systems throughout the world, that 
has forced some nations to abandon the 
gold standard in order to keep their banking 
systems going, that has well nigh disrupted 
international relationships. This holocaust 
has ruined a large portion of world trade 
and destroyed a great portion of our own 
industry and commerce—and yet through it 
all the basic American banking structure as 
a whole has stood for the greater part as 
one of the mainstays of this nation’s finan- 
cial edifice. 

Change in Public Attitude 

With all due and proper criticism of that 
proportion of unsound banks and bankers 
that were found wanting, there should cer- 
tainly be the fullest credit to the great ma- 
jority of the men who have brought their 
banks and their customers safely through 
this storm. It is not difficult to envision 
what would have happened to the business 
situation of this country, to the jobs and the 
savings and the homes of every one in it 
had not the great majority of our bankers 
proved as courageous and resolute as they 
have, had not their institutions been as 
sound and well administered as they were. 
The strength, not the weakness of the bank- 
ing structure is proved by the very fact 
that it has been able to go on serving most 
of the requirements of the people even while 
its difficulties were immeasurably increased 
by the great number of sub-marginal banks 
which were failing—banks that should never 
have been allowed to add their weaknesses 
to the heavy enough burdens and responsi- 
bilities of good banking, which did not cre- 
ate those banks or the causes that ruined 
them. 

In all earnestness I say that one of the 
most serious demands of the times is a 
change of attitude of our people toward our 
banking structure. An inherent part of the 
fabric of sound banking is public confidence. 
By far the larger part of our bankers and 
our banking structure have proved that they 
are entitled to the esteem and trust of their 
fellow men. Now that the weak elements 
are being cleared out of the banking field, 
even more than ever is public confidence in 
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the banking structure not only justified but 
vitally necessary as a prime factor in gen- 
eral reconstruction. 

I bespeak now a changed attitude toward 
banking not so much for the sake of banking 
as for the good of the nation itself and the 
prospects of recovery. A sound banking 
structure is obviously essential to business 
rehabilitation. Constructive, bona fide criti- 
cisms are always to be encouraged; there is 
room for them. But indiscriminate and 
reckless abuse of all banks and bankers will 
seriously impede the restoration of full pub- 
lic confidence in our financial institutions. 
And confidence is the very essence of recon- 
struction. 

The failure of so many of the weaker 
banks have made it necessary for all of the 
others to maintain a higher degree of liquid- 
ity than they, as well as the public, would 
otherwise desire. It should be recognized 
that banks are more interested than any one 
else in having their funds at work to the 
highest possible extent. Everyone ought to 
know that banking profits are made from 
turning over funds and not from keeping 
them in vaults or in United States Govern- 
ment obligations on many of which the yield 
is extremely low. 


Maintaining Government Credit 


Reference to United States Government 
obligations calls to mind another heavy bur- 
den which the banks of this country have 
had to bear during this depression—that of 
absorbing a large part of the securities is- 
sued to finance the extraordinary deficits in 
the federal budget during the last three 
years. Since January 1, 1930, the federal 
debt has inereased $4,775,000,000. Much of 
this increase has been absorbed by banks. 
not only because the short-dated Treasury 
bills provide a desirable though unremunera- 
tive investment for institutions which desire 
to keep their position highly liquid but also 
because banks normally have a large invest- 
ment in government obligations and there- 
fore desire to have the credit of the Federal 
Government maintained at the highest level. 

The general public does not realize that 
the foreign run on the dollar in the autumn 
of 1931 and in the spring of 1932 resulted in 
the withdrawal of hundreds of millions of 
foreign funds on deposit in the banks in 
our principal commercial centers and in 
sale of American securities of all sorts. This 
run on the dollar was due primarily to the 
foreigners’ fear of currency inflation in this 
country which was increased when the Con- 
gress procrastinated so long about balancing 
the budget. 
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“JOY OF WORK”’ AND OTHER PRECIOUS BEQUESTS 


SIR JAMES BARRIE 


(Epitor’s Note: At a recent dinner of the 
Authors’ Club of London the honored guest 
was the distinguished English author and 
playwright, Sir James Barrie, who was in- 
duced to conquer his habitual shyness and 
treated his hearers to the following whimsi- 
cal conception of how he would write his 
will and which is suggestive of the famous 
Lounsberry will.) 

Wills, you know, are usually disappointing 
things—especially authors’ wills—but I think 
I might give a friendly glow to the proceed- 
ings if I announce that you all are to be 
beneficiary legatees. And so I move that we 
resolve ourselves into a family party to drop 
the speech and get on with the will. 

In the days before the war, which is a 
new phrase for “Once upon a time,” there 
died in a lunatic asylum an old man, very 
friendless and said to be quite insane, and 
so poor that when he died they could find 
no effects except two or three sheets of paper 
on which he had written his will. 

He left to all parents in charge for their 
children all nice little words of encourage- 
ment, all pet names of endearment to be used 
lavishly as required. And to every boy and 
girl anywhere he left all the woods and the 
and the flowers and streams to play 
about in and long, long days for them to be 
merry in and the moon and the stars to won- 
der at. 


trees 


The Most Precious Possession 

I think that some of us, 
longer wear the rose of youth, might do 
worse than try and imitate the old man’s 
fancy and, looking back, see whether there 
are any odds and ends of no financial value 
which we can leave to the more easily 
pleased of our friends. 

For myself, I leave to the Authors’ Club 
the most precious possession I ever had—my 
joy in hard work. 

Hard work, more than any other woman 
in the world, is the one to stand up best for 
her man. She takes notes of his little follies 
and peceadillos and writes them all in a 
black book, and she gives him a present of 
the book for keeps and for his rather melan- 
choly consideration in the dark. 

She is the prettiest thing in literature, and 
when you and she think you have been work- 
ing pretty well and you think you can afford 
to take her for a blowout at a restaurant you 
cannot think how splendid she is—but she 
looks even better in rags. 


the few who no 


Endowment of Scientific Age 

I have one or two other bequests, some of 
them heartening and some perhaps left in 
malice. I leave to you all everything con- 
nected with science and machinery, includ- 
ing broadcasting, though I do not believe for 
one moment there is any such thing. I have 
a feeling that it is one of those inventions of 
this age which we owe to H. G. Wells. He 
has a million motors chasing me through the 
streets every day and they are sure to get me 
in the end. And when they do I doubt 
whether there will be any “outline” of me 
left. 

I hold that this age in which I now find 
myself will be known in history as the “Dark 
Days of Wells.” Mr. Wells is one of the 
vreat glories of our calling, and I bequeath 
him to you with pride but with misgiving. 

And now for the ladies. I leave to the 
younger gentlemen in this room the control 
of woman. We used to have it—or is that a 
dream? * * * T think I will withdraw that 
bequest. It is too much. 


I modify it to this extent—I leave to you 


young gentlemen, not the control of the 
ladies, but the breath to keep up with them. 
Yes, and the dauntlessness to accept all their 
challenges and some of their spirit to make 
up for that rib. 


SIR THOMAS LIPTON’S CHARITIES 


A fortune estimated at $3,910,000 was ac- 
quired by Sir Thomas Lipton, principally 
from the business he built up from the sale 
of tea, and passed on by his will to the sick 
and needy. It is reported that he made a 
number of wills during his lifetime, the last 
one being written four years before his 
death, which occured in London in October, 
1931, at the age of 81 years. He never mar- 
ried and had no immediate relatives. The 
bulk of his fortune goes to hospitals, infirm- 
aries and homes for the aged. His Middle- 
sex estate is to be preserved in memory of his 
mother, for nurses. His will set aside $78,- 
000 for maintaining this home. The sum of 
$312,000 is to be applied in Glasgow for the 
benefit of poor mothers of the working classes 
and their children. 


The City National Bank & Trust Company 
of Chicago has qualified to engage in trust 
business in Ohio. 
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SYLVESTER D. TOWNSEND ELECTED PRESIDENT OF WILMINGTON 
TRUST OF DELAWARE 


Election of Sylvester D. Townsend to the 
presidency of the Wilmington Trust Com- 
pany of Wilmington, Del., is assurance that 
the traditions and high standards of manage- 
ment which have characterized that com- 
pany, will be carried forward to greater 
fruition. Mr. Townsend succeeds the late 
Henry P. Scott who was president since 1921. 
In assuming his new duties Mr. Townsend 
traces back his association with the Wilming- 
ton Trust Company since it was organized in 
1903 and as vice-president continuously since 
1908, except for a brief partnership in a pri- 
vate banking firm. 

At the meeting of the board of directors 
at which Mr. Townsend was elected presi- 
dent, resolutions were adopted expressing 
tribute to the character and the valuable 
services of the late Mr. Seott. The preamble 
to the resolution reads: “His profound 
knowledge of financial matters, his alert 
energy, keen understanding of human nature 
and his ability to inspire confidence in others, 
peculiarly fitted him for the headship of an 
institution such as ours. His kindly nature, 
unfailing reasonableness and consideration 
for others, induced the affection and cheerful 
cooperation of his associates. The high plane 


SYLVESTER D. TOWNSEND 


Who has been elected President of the Wilmington Trust 
Company 


upon which he conducted business was an 
inspiring example to all. His life has placed 
the community in debt to him.” 

Coincident with the election of Mr. Town- 
send announcement was also made of the 
election of Elwyn Evans as executive vice- 
president, having been vice-president. James 
P. Winchester was reelected chairman of the 
board and other officers were reelected. 

Mr. Townsend was born near Odessa, Del., 
July 25, 1870, a son of the late George L. and 
Cornelia Scott Townsend. After his prelim- 
inary education he took a course at Delaware 
College. He was employed for a time in a 
general merchandise store in Odessa and 
then became interested with his father in 
farming at Summit Bridge. Later he went 
to Delaware City where he managed Henry 
P. Seott’s farm for six years. Mr. Townsend 
began his banking career as teller of the 
Delaware City National Bank, where he re- 
mained for seven years. From thence he 
came to the Chambersburg Trust Company 
of Chambersburg, Pa., of which he became 
treasurer. 

When the Wilmington Trust Company was 
organized in 1903 Mr. Townsend became as- 
sociated with the company as treasurer. In 
1908 he was elected vice-president and re- 
mained in that office except for a short term 
as partner in the banking and brokerage 
house of Laird & Co. During his banking ¢a- 
reer in Wilmington Mr. Townsend has been 
active in other important business and finan- 
cial enterprises and has given much of his 
time to civic, cultural and welfare move- 
ments. He is a director and former vice- 
president of the Charles Warner Company ; 
a director, former vice-president and for a 
number of years treasurer of the Wilmington 
Chamber of Commerce; director of the 
Farmers’ Mutual Fire Insurance Company 
and has been vice-president of the Delaware 
Surety Company. Among other associations 
he has been treasurer of the Wawaset Park 
Company; treasurer of the Delaware Chap- 
ter of the Red Cross; vice-president and di- 
rector of the Delaware State Fair and main- 
tains an active interest in Penn Hall, a girls’ 
school at Chambersburg, besides belonging 
to a number of leading clubs. 

Elwyn Evans, who has been advanced to 
executive vice-president of the Wilmington 
Trust Company was formerly assistant trust 
officer of the Trust Company of Milwaukee 
and practiced law for a number of years in 
that city, specializing in fiduciary practice. 
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He became a member of the staff of the 
trust department of the Wilmington Trust 
Company in 1928. Mr. Evans is a graduate 
of Beloit College, Harvard Law School and 
of Oxford University. 

The Wilmington Trust Company has had 
three presidents prior to Mr. Townsend. The 
first president was T. Coleman du Pont who 
served until 1903, succeeded by James P. 
Winchester, who remained until 1921 when 
he became chairman of the board and in 
turn was succeeded by the late Henry P. 
Seott. Although the Wilmington Trust Com- 
pany was organized in 1903 it carries tradi- 
tions of Wilmington banking back to the year 
1810 when the Bank of Wilmington and 
Brandywine was chartered as the second 
bank to be established in Wilmington. In 
1912 the Wilmington Trust Company ac- 
quired the National Bank of Wilmington and 
Brandywine as well as the First National 
Bank of Wilmington. A recent statement 
shows that the Wilmington Trust Company 
has a total of $165,000,000 personal trust 
funds under administration. 


EXTRA DIVIDEND BY BOSTON SAFE 
DEPOSIT & TRUST COMPANY 

An extra dividend of $4 a share was au- 
thorized by the directors of the Boston Safe 
Deposit & Trust Company in addition to the 
latest regular dividend declaration. This 
extra dividend reflects the well sustained 
earnings of the company which has devoted 
its activities during the past fifty years pri- 
marily to the administration of estates and 
trusts. During the past year trust funds 
under management increased twenty-seven 
millions to a total of $246,730,752 as 
compared with $219,633,000 at the close of 
1931 and of $205,837,000 at the close of 1930. 
Banking deposits at close of last year 
amounted to $25,366,000. Capital is $2,000,- 
000 with surplus and undivided profits of 
$3,850,501, the latter showing increase of 
over $52,000 during 19382. 

Kenneth F. Caldwell has been appointed 
an assistant trust officer. 


Carl S. Potter, vice-president of the Secur- 
ity Trust Company of Rochester, N. Y., has 
been elected president of the Clearing House 
Association of that city. 

S. Grove McClellan, assistant vice-presi- 
dent of the Liberty Bank of Buffalo has been 
elected president of the Western New York 
Fiduciaries Association. Clinton Livingstone, 
ice-president in charge of trust activities at 
the Marine Trust Company, was elected vice- 
president of the Association. 


A beautiful new 
campaign of 


trust advertising 


AFETY for the Future”— 
the worry, hope, yearning 
that is in every man’s mind 
these days—is its theme. 
Beautifully illustrated mail- 
ing pieces grip the pros- 

pect’s attention, warm his natural in- 
terest into desire to learn how your 
trust department can help him assure 
future safety for his family. A reply 
card for his prompt, easy step from 
interest to action. A> master book 
that’s a masterpiece of design and 
printing and of convincing persuasion. 
1933 beauty, timeliness and power, at 
1933 prices. Write today for samples, 
without obligation. 


The Purse Company 
CHATTANOOGA, TENNESSEE 


Since 1912, Headquarters for 
Trust Department Advertising 


NEW YORK CHICAGO BOSTON LOS ANGELES 





TRUST COMPANIES 


THE NEW ORLEANS SITUATION EXPLAINED 


The following letter, written to a friend 
by Fred W. Ellsworth, vice-president of the 
Hibernia Bank & Trust Company, clearly 
presents the facts connected with the recent 
banking disturbance in New Orleans: 

“I want to give you the following interest- 
ing facts concerning our recent rather strenu- 
ous experience brought about, as you of 
course know, by the unjustified and untruth- 
ful statements about Mr. Hecht which were 
made by Congressman Hamilton Fish of New 
York, which have been retracted. 

“Everything was serene in New Orleans 
when suddenly last Thursday, Congressman 
Fish made his unjustified attack on Mr. 
Hecht, which, because of his prominence and 
because of the sensational demand that he be 
removed as chairman of the Local Advisory 
soard of the R. F. C. was featured on the 
front pages of most of the nationally impor- 
tant papers. With almost unbelievable sud- 
denness heavy withdrawals were made on 
the bank by wire aggregating several million 
dollars before the story was twenty-four 
hours old. 

“Next day a quiet run started both over 
the clearing desk and the tellers’ windows 


RuDOLPH S. HECHT 


President, Hibernia Bank and Trust Company, who has 
been re-elected President of the New Orleans Clearing 
House Association 


taking several million dollars more. Then we 
came to the conclusion that the matter would 
be so serious that the bank’s liquid assets 
might be absorbed by paying out all this 
smart money and leaving our loyal friends 
and trusting savings depositors to hold the 
bag for a liquidation. We, therefore, took 
a firm stand that until we could make the 
necessary arrangements to assure ourselves 
that every depositor could be paid in full if 
he wanted his money, we would refuse to go 
on. This resulted in the now famous holiday 
of last Saturday, but consequence we 
were able to make the necessary arrange- 
ments to convert our into cash and 
pay off everybody who wanted to be paid. 
After a strenuous week-end we came out 
with full page ads telling all our depositors 
to come and get their money if they wanted 
it, and that we would stay open as long as 
anyone wanted to be waited on. We opened 
our doors at seven in the morning and re 
mained open until late in the evening until 
everyone in the lobbies had been taken care 
of. In the meantime we served sandwiches, 
coffee and soft drinks and kept them all in 
good humor. 


as a 


assets 


“Although the run on our savings depart- 
ment on Monday looked like a big one we 
found after making a thorough checkup that 
of the 18,000 savings accounts at our main 
office only 900, or about 5 per cent, had actu- 
ally been closed. It was a harrowing day, 
but when we opened our doors on Tuesday 
morning our lobbies in the main office and 
the nine branches were just as quiet as on 
any normal day and the run was over. Since 
then many people have brought back the 
money that they had withdrawn. However, 
we were dealt a body blow and it will take 
us a long time to recover all of the deposits 
we lost. 

“Weare all happy that we stood the crucial 
test and demonstrated beyond peradventure 
of doubt that we could pay all our depositors, 
and it is the source of the greatest inspira- 
tion to see how all our good friends rallied 
around the president and the institution. He 
has had an amazing number of telegrams 
and letters from all over the United States 
deploring the unfortunate charges made by 
the New York Congressman, which, although 
he has since withdrawn them, were the di- 
rect and immediate cause of this unfortunate 
experience. We do not wish our worst enemy 
the experience that we have gone through 
this past week. I know that you, along with 
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our other friends, will be glad that the Old 
Hibernia came through with flying colors, 
and we expect to add at least another half 
century to the sixty odd years we have al- 
ready been in existence.” 


At the same time an advertisement was 
placed in local newspapers, signed by the di- 
rectors, carrying the message reproduced 
herewith, and which, together with the high 
esteem in which the officers and directors of 
the bank are held, resulted in complete res- 
toration of confidence. The advertisement 
addressed in full page display to friends and 
depositors of the Hibernia Bank & Trust 
Company, reads as follows: 


To Our Friends and Depositors: 

For sixty-two years this bank has 
‘njoyed the complete and uninterrupted 
confidence of the people of this city, 
state and nation, and we have devoted 
ourselves to the service and upbuilding 
of the South. Suddenly, as a result of 
thoroughly unjustified criticism of the 
head of this institution in connection 
with services he unselfishly rendered in 
the public interest, some question arose 
as to the standing and liquidity of our 
bank. 

Our friends and customers have 
stood and are standing loyally by us, 
and we are deeply grateful to them 
for their cooperation. We are pleased 
to make the following frank statement 
of facts: 

A bank which, like ours, strives to 
be of benefit to the territory it serves 
invests the money of its depositors in 
loans and securities which it believes 
to be sound and attractive. When un- 
expected demands are made on it the 
bank realizes on these investments. 

We desire our friends to know that 
in view of the atmosphere of unrest 
which has developed we have very 
largely increased our cash resources 
and have made all necessary arrange- 
ments to further increase them to take 
eare of every demand which can be 
made upon us. 

Your deposit is j drawn 
against in whole or in part today or 
at any time hereafter. 

We wish to assure you that your 
money is just as safe with us today as 
it has been at any time in the sixty- 
two years of our existence, and we are 
confident that our friends will continue 
to favor us with their business and 
their savings, which we promise to 
guard loyally and carefully in the fu- 
ture as we have in the past. 


free to be 
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TRUST CONFERENCE BANQUET 
COMMITTEE 

The committee of prominent trust officials 
and bankers for the twenty-second annual 
banquet which brought to a conclusion the 
recent Mid-Winter Trust Conference held in 
New York under the auspices of the Trust 
Division of the American Bankers Associa- 
tion and appointed by President R. M. Sims, 
consisted of the following: Charles 8S. Mc- 
Cain, chairman of board of directors Chase 
National Bank, New York, chairman; J. 
Stewart Baker, chairman of board Bank of 
the Manhattan Company, New York; Leroy 
W. Baldwin, president Empire Trust Com- 
pany, New York; S. Sloan Colt, president 
Bankers ‘Trust Company, New York; Harris 
Creech, president Cleveland Trust Company, 
Cleveland, Ohio; Artemus L. Gates, presi- 
dent New York Trust Company, New York; 
Harvey D. Gibson, president Manufacturers 
Trust Company, New York; Perey H. John- 
ston, president Chemical Bank & Trust Com- 
pany, New York; C.'S. W. Packard, president 
The Pennsylvania Company for Insurances 
on Lives and Granting Annuities, Philadel- 
phia; James H. Perkins, president City Bank 
Farmers Trust Company, New York; Lewis 
E. Pierson, chairman of board Irving Trust 
Company, New York; Solomon A. Smith, 
president The Northern Trust Company- 
Bank, Chicago; Philip Stockton, president 
First National Bank, Boston; W. A. Read, 
vice-president Central Hanover Bank & Trust 
Company, New York; Henry E. Sargent, New 
York, secretary. 


TRANSFER TAX COLLECTIONS 
The bulk of the capital stock transfer tax 
in 1932 was collected in New York City and 
more than half of the tax on bonds of indebt- 
edness and capital stock issues came from 
the city, according to figures issued by the 


Internal Revenue Bureau recently. During 
the year the collection from capital stock 
transfers was $24,819,441, an increase of 
$2,427,000 from 1931. The collection in New 
York State was $22,432,948, an increase of 
$2,508,000. For the country as a whole, $12,- 
471,521 was derived from the levy on bonds 
of indebtedness and capital stock issues, an 
increase of $1,777,000. From New York State 
came $6,892,278, an increase of $708,000. 


The Harris Trust & Savings Bank of Chi- 
cago is placing a series of advertisements 
which feature the increase in federal taxes 
on estates and suggesting the wisdom of 
eareful estate planning. 
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HORACE POOR PLACED IN CHARGE OF TRUST NEW BUSINESS 
DIVISION OF THE CHASE NATIONAL BANK] 


The tendency among large as well as 
smaller banks and trust companies to pre- 
serve personal elements in the development 
and administration of trust business is given 
emphasis in the recent appointment of Hor- 
ace E. Poor, vice-president of the Chase Na- 
tional Bank of New York, to assume direc- 
tion of the trust new business division of the 
trust department of that bank which com- 
mands a large and growing volume of trust 
business. Because of his experience and per- 
sonality Mr. Poor brings to his new duties 
those qualities that inspire confidence in con- 
secientious and faithful performance of fidu- 
ciary obligations, particularly as regards per- 
sonal] trusts. 

Throughout his banking career Mr. Poor 
has maintained a close contact and profound 
interest in trust work. His popularity and 
the affection in which he is held have been 
evidenced at various times by the honors of 
office bestowed upon him by trust men and 
fellow bankers of New York City. 


4 


HORACE POOR 


Vice-president of the Chase National Bank of New York, 
appointed In Charge of Trust New Business Division 


Mr. Poor comes of old New England an- 
cestry, traced back to days of 1635. His father, 
Edward E. Poor, stood high in New York 
banking circles and up to a short time before 
he died in 1900 was president of the old Na- 
tional Park Bank. Horace Poor was edu- 
cated in Berkeley School, New York, and 
began his banking career as an office boy 
with the old Colonial Trust Company in 
1898S. In 1909 he accepted a call to the Lin- 
eoln Trust Company of which he became 
treasurer and in 1915 was elected vice-presi- 
dent. In 1917 he was placed in charge of the 
trust department of the Lincoln Trust Com- 
pany. Subsequently he became associated 
with the Garfield National Bank as vice- 
president and director and in 1925 was 
elected president, continuing in that office 
until the Garfield was merged with the Chase 
National Bank in 1929. 

Mr. Poor was one of the organizers and 
served as president of the Uptown Bank 
Association of New York City. For seven 
years he was active in serving the Corporate 
Fiduciaries Association of New Cork City, 
successively as member of the executive com- 


mittee, vice-president and as president. He 
is also a member of the Union League and 
the New York Yacht Club. 

Mr. Poor was born in 1878 in the old an- 
cestral home of the Poor family in Hacken- 


sack, N. J. Trust COMPANIES voices the cor- 
dial feelings of his host of friends conveying 
best wishes and expressing assurance that 
Mr. Poor will not only find himself thorough- 
ly at home in his new duties with the Chase 
National Bank but that he will have the 
warm-hearted cooperation of his associates 
at that institution. 


William 8. Gray, Jr., recently elected presi- 
dent of the Central Hanover Bank & Trust 
Company of New York, has become, ex-officio, 
a member of the Trustees’ Committee of the 
New York Community Trust, and William A. 
Read, vice-president of the Central Hanover, 
succeeds Frederic J. Fuller as alternate rep- 
resentative of that institution on the Trus- 
tees’ Committee. 

Geo. N. Ayres, a director of the Iowa- 
Des Moines National Bank & Trust Company 
at Des Moines, Ia. and president of the Cen- 
tral Life Assurance Society of Des Moines, 
has been elected a director of the Northwest 
sancorporation. 
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LIABILITY INSURANCE FOR FIDUCIARIES 


REPORT OF THE COMMITTEE ON LIABILITY INSURANCE OF 
THE TRUST DIVISION, AMERICAN BANKERS ASSOCIATION 


ORPORATE fiduciaries are _ being 

called upon to manage properties of 

all sorts, both real and personal, such 
as hotels, apartment houses, office buildings, 
business structures, and all forms of real 
property .as well as to operate various busi- 
ness enterprises running the gamut of the 
whole industrial and business field. 

In the very nature of things the corporate 
fiduciary frequently is faced with claims and 
damage suits arising out of personal injuries 
to tenants, customers and other persons, even 
trespassers upon the property. Sometimes it 
is a claim by a person or persons injured in 
or by an automobile belonging to an estate. 
Again it is a claim for personal injuries sus- 
tained because of defective buildings or im- 
provements, or perhaps injuries sustained 
by an employee in operating a business. 

It is becoming more and more the prac- 
tice to allege negligence on the part of the 
corporate fiduciary. Oftentimes the cor- 
porate fiduciary is made a defendant in its 
individual capacity and the prejudice against 
large financial institutions is played upon 
before the jury and their sympathies ap- 
pealed to. 

The prudent corporate trustee or executor 
carries liability insurance to protect the trust 
or estate against such claims, but all too 
frequently fails to protect itself against in- 
dividual liability. When recovery is had 
against the corporate executor or trustee 
individually upon allegation of and 
wanton negligence or mismanagement, the 
heirs or beneficiaries are rarely inclined to 
indemnify or protect the fiduciary. Corpo- 
rate fiduciaries may protect themselves as 
individuals, as well as the various estates 
and trusts for which they are responsible, 
against any claim or liability through auto- 
matie coverage. 

The present General Liability Policy, as 
issued by the Casualty Underwriters, appears 
to be adequate to the needs of estates and 
of corporate fiduciaries provided it is ex- 
tended to cover not only the liability of the 
particular estate or trust for which the pol- 


gross 


icy is written, but also any and all liability 
on the part of the fiduciary, both individu- 
ally and in its representative capacity, aris- 
ing out of injuries or damages alleged to 
have been suffered in connection with man- 
agement of the properties of estates and 
trusts. 

This protection should begin the moment 
the fiduciary becomes subject to liability, 
covering even the period immediately pre- 
ceding its qualification as executor and trus- 
tee. However, it should be noted that some 
forms of public liability insurance would 
not cover workmen’s compensation or em- 
ployers’ liability insurance where persons are 
employed to operate buildings and maintain 
them or to conduct any manufacturing or 
contracting operations under the control of 
the trust company. The standard forms of 
workmen’s compensation and employers’ lia- 
bility policies are required in such cases. 


Blanket Policies 

This Committee is advised that blanket or 
master policies are written by the large cas- 
ualty and surety underwriters which auto- 
matically cover the corporate fiduciary, both 
in its fiduciary and individual capacities, in 
all estates for which it may have been 
named executor or trustee and iater quali- 
fies, and that such automatic protection can 
be obtained without additional cost beyond 
the ordinary premium which would be 
charged if such protection covered the fidu- 
ciary in its representative capacity alone. 

In this connection, attention is called to 
the rule with respect to additional interests 
as stated in the Manual of Liability Insur- 
ance, effective August 15, 1932, issued by the 
National Bureau of Casualty and Surety 
Underwriters, One Park Avenue, New York, 
N. Y. The rule, so far as it is of interest to 
trust institutions follows: 

Policies shall be written to cover one in- 
surable interest, that is, one individual, co- 
partnership, corporation or estate, subject 
to the following rules: 

1. No additional charge. The interests listed 
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below may be included without additional 

premium charge. 

(a) Executors, administrators, trustees 
or beneficiaries on policies covering 
estates of deceased persons or living 
trusts. 

Agents having care, custody, control 
and operation of property on policies 
covering owners or general lessees 
and agents jointly. 

Trustees or members of boards of 
governors on policies covering chari- 
table, educational or religious insti- 
tutions. 

Such a master policy is continuous in form 
and has no anniversary date, its purpose 
being to provide continuous protection 
through overriding coverage. 


Premiums at Standard Rates 

As each estate comes into the hands of 
the fiduciary, a certificate is made out list- 
ing the property to be covered and the limit 
of liability. No charge is made for the mas- 
ter policy, the premiums being paid at stand- 
ard rates as coverage is procured under each 
certificate. These rates are usually fixed 
upon the basis of value or rental in the case 
of dwellings or apartments; in the case of 
vacant property, on a lineal foot basis; in 
the case of business enterprises, a flat pre- 
mium is fixed depending upon the limits of 
liability, ete. Up to a specified limit, there- 
fore, the master policy will cover the fidu- 
ciary both individually and in its representa- 
tive capacity automatically and the coverage 
is tentative, so to speak, and must be paid 
for only if taken advantage of by notice to 
the company within the time limit specified. 
It is vitally important whenever coverage 
may be obtained, not to be dependent upon 
the issuance of specific policies, nor upon 
some officer or employee remembering to take 
out policies upon that property. The value 
of this plan lies in its uniform coverage 
under all circumstances and the extension 
of a reasonable time to the fiduciary in which 
to report various items of property upon 
which the premium charges will be based. 


Under the plan as outlined above separate 
premium statements may be rendered by the 


insurance company showing the particular 
charges against each estate and trust, the 
amount of premiums varying, of course, with 
the number of items of property covered in 
that particular account. This charge will in 
turn be passed on by the fiduciary to each 
estate and trust just as would have been 
the premium charge had separate policies 
been issued. 


Also, it is possible for fiduciaries to have 
policies covering them as trustees extended 
to cover them individually and without extra 
cost. Some trust institutions. when finding 
themselves in the possession (say) of real 
estate on opening a trust estate, immediately 
obtain a liability policy running to the trus- 
tee or trustees in their fiduciary capacity, 
and also individually, reading, for example: 
“Blank Bank and Trust Company, Trustee 
under the will of Richard Roe, deceased and 
Blank Bank and Trust Company individu- 
ally.” 

As a further step your Committee pro- 
poses to begin at once the study of the ques- 
tion of formulating a standard policy of lia- 
bility coverage for corporate fiduciaries 
which will meet all contingencies as outlined 
herein. 

(The above report was prepared for mem- 
bers of the Trust Division by the committee 
under the chairmanship of Robert G. Ste- 
phens, vice-president of the Central Hanover 
Bank & Trust Company of New York, and 
including H. A. Pharr, vice-president and 
trust officer, First National Bank of Mobile, 
Ala.; A. Holt Roudebush, vice-president, Mis- 
sissippi Valley Trust Company of St. Louis, 
Mo.; Andrew Wilson, Jr., vice-president, 
Bank of the Manhattan Company of New 
York; and Cooper D. Winn, Jr., Insurance 
Manager, Guaranty Trust Company of New 
York. Henry E. Sargent, secretary of the 
American Bankers Association, was secre- 
tary of the committee, James E. Baum rep- 
resenting the Insurance Committee of the 
Association. ) 
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PROGRESS OF COLONIAL TRUST 
COMPANY OF PITTSBURGH 


In a compilation of the 200 largest banks 
and trust companies in the United States the 
Union Trust Company of Pittsburgh is 
shown as having passed six other banks 
toward a higher place in this list. During 
1932 the Colonial registered an increase of 
more than 200 new accounts. 

James C. Chaplin, president of the Colonial 
Trust Company, was host recently to the 
Hon. James Moncrieff Balfour, who was head 
of the British Financial Commission admin- 
istering affairs in Persia after the war, on 
the occasion of the visit of the distinguished 
British financier to Pittsburgh. 


William H. Fawcett has been advanced 
from assistant cashier to vice-president of 
the First National Bank of Pittsburgh. 
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BRITISH VIEW OF GOLD STANDARD AND 
AMERICAN MONETARY POLICY 
(Continued from page 169) 

Although the method is less direct and less 
immediate and certain in its operation than 
the method in this country, in essentials the 

two are the same. 


No Prospects of Early Return to Gold 
Standard 

There is nothing then in recent experience 
to give ground for discouragement or scepti- 
cism regarding the benefits to derived 
from an expansive monetary policy. We are 
free to regulate in great measure our own 
price level by increasing or diminishing the 
quantity of money. But we must not allow 
ourselves to be disturbed by the fact that if 
gold continues to appreciate while our price 
level remains steady or rises the inevitable 
effect is a fall in our exchange. If we be- 
come alarmed by the fall and counteract it 
by a renewal of deflation, our exchange, it 
is true, will recover, but only at the expense 
of our trade. Internal prosperity with a bal- 
anced budget, lower taxation and reduced 
unemployment is far more important to us 
than the rate of exchange. Sooner or later, 
even if no voluntary measures are adopted, 
budget deficits in gold-using countries will 
themselves produce a remedy for falling 
price levels, and we ought meanwhile to 
allow nothing to deter us from the policy of 
restoring our internal price level to a higher 
standard. 


be 


Placing ‘‘Cheap Money”? to Work 

Two conditions, however, are essential for 
the suecess of this policy. First, it must be 
pursued wholeheartedly ; the maintenance of 
an abundant supply of cheap money must 
be accompanied by full facilities for its use. 
And secondly, we should set aside, at least 
for the time being, all thought of returning 
to gold, either at the old or any new parity. 
There should be no attempt to govern our 
monetary conditions by reference either to 
the gold value of sterling or to the size of 
our gold stocks. There is no reason whatso- 
ever, for example, for suggesting that money 
should be dearer and scarcer here because 
gold has been sent to America in payment of 
an installment of war debt. In one respect 
at least the reported attitude of the British 
delegates to the preparatory commission of 
the World Economic Conference is cordially 
to be welcomed; it is worse than useless to 
consider returning to gold unless and until 
it shows some reasonable prospect of becom- 
ing a stable standard. 
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410 banks in 
243 California 


communities 


C(LTo trust officers and attor- 
neys Bank of America offers 
a California-wide service for 
the efficient, economical han- 


dling of any fiduciary business. 


BANK of AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 
CALIFORNIA 


Bank of America National Trust & Savings 
Association, a National Bank 

and Bank of America, a California State Bank 

are identical in ownership and management 
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FORTY-THIRD ANNUAL REPORT OF 
WASHINGTON LOAN & TRUST CO. 


The fourty-third annual report of The 
Washington Loan & Trust Company of Wash- 
ington, D. C., presented to the stockholders 
by President Harry G. Meem, affords a de- 
tailed picture of operations of the various de- 
partments which cannot fail to be gratifying 
to officers, directors and stockholders. A high 
record volume of business has been main- 
tained despite adverse conditions during the 
past year. *articularly noteworthy is the 
report dealing with trust department opera- 
tions, profits from which have been greater 
than usual with number of accounts and es- 
tates increasing considerably, although more 
accounts and estates were distributed than 
during the previous year. President Meem 
comments upon the successful work of the 
trust department as demonstrating that com- 
petent trust company service is more widely 
appreciated in a period of depression than 
in years of prosperity. He also alludes to 
the comprehensive sources of information at 
the command of the trust department and 
the added advantages derived from the ad- 
vice of the trust committee. 

The company paid $140,000 in dividends, 
the same as in 1931, representing annual rate 
The financial po- 


of 12 per cent and 2 extra. 
sition is one of unusual strength with avail- 
able cash and secondary reserves at end of 
the year of $9,353,379, or over 57 per cent 


of all deposits. Resources were held at prac- 
tically the same volume as at the close of 
1931, the same being true of deposits of $16,- 
317,000. Cash reserve was increased over 
$100,000 to total of $5,201,365. Gross earn- 
ings were $924,774 as compared with $989,713 
the previous vear with gross expenses re- 
duced from $802,796 to $748,822. Net profits 
were on about the same ratio to capital and 
capital assets as for 193 Capital remains 
at $1,000,000, with surplus, undivided profits 
and reserves of $2,597,900. 

The savings department shows increase to 
$5,895,802 on balance with gain in number 
of accounts from 13,803 to 14,306. The real 
estate department was also enabled to show 
substantial profits, notwithstanding dormant 
conditions in the real estate field. Operations 
in the foreign and investment departments 
were carried on with conservatism resulting 
in satisfactory earnings and with no capital 
loss during the year. The safe deposit de- 
partment reported 458 new boxes with total 
rentals of 4,533 boxes. The West End office 
of the company likewise experienced an ac- 
tive and successful year with new accounts 
opened during the year numbering 1,934. 
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WAR DEBTS AND COMING 
NEGOTIATIONS 

Hope of an economic settlement of war 
debt problems at the approaching debt nego- 
tiations was expressed by J. M. Naughton, 
comptroller of the Pittsfield-Third National 
Bank & Trust Company of Pittsfield, Mass., 
in a recent talk before a local service club. 
He said in part: 

“Tt is to be hoped that the representatives 
of the United States in the approaching Debt 
Negotiations will not come to the conference 
table with any preconceived ideas or fixed 
conditions that must be met before any set- 
tlement can be reached. It is true that our 
negotiators will be unable to forget their 
political obligations entirely but they should 
be assured that the American public is wait- 
ing, above everything else, for a final settle- 
ment. Nothing of secondary importance 
should be permitted to interfere with that. 
Fortunately there are definite signs, already 
apparent, that public opinion has outdis- 
tanced political leadership in the matter of 
foreign policy in general and of war debts 
in particular. Some way should be found 
to minimize the influences of a_ political 
minded Congress on the ultimate outcome of 
this conference. 

“Whether or not we realize it, America has 
a large stake in world affairs. It may be a 
regrettable truth but we have disregarded the 
advice of George Washington in his Farewell 
Address and have become involved in ‘foreign 
entangling alliances.’ The future can bring 
us much good or evil, dependent upon our 
thoughts and actions toward our foreign 
neighbors. It is our wish that Mr. Roose- 
velt will meet the British Delegation with 
the thought uppermost in mind that he ean 
contribute greatly to the prosperity of the 
United States and of the entire world or 
plunge all civilized nations still deeper into 
the slough of depression. America must 
make concessions now. Restoration of gold 
standard currencies, trade advantages, and 
Similar benefits to the United States will 
inevitably follow a definite and fair solution 
of the War Debt problem.” 


George C. Thompson, executive vice-presi- 
dent, has been elected president of the 
Michigan Trust Company of Grand Rapids, 
Mich., succeeding Noyes L. Avery, who has 
become vice-chairman of the board. 

The Farmers and Merchants Trust Bank 
of Cape Charles, Va., is the result of a re- 


cent merger embracing three local banks, 
with capital of $100,000. 





NEW RULES AND PRECEDENTS IN DEALING WITH 
MORTGAGES 


SOME PROBLEMS CONFRONTING TRUST OFFICIALS 
HERBERT O. FREY 


Real Estate Officer of The Pennsylvania Company for Insurances on Lives and Granting Annuities, 
Philadelphia 


(Epitror’s Note: The question of handling mortgages in trust accounts has numerous 


ramifications these days because of depreciations and foreclosures. 


Mr. Frey takes the 


position that while it is wise for trust officials to avoid cluttering up their trust accounts with 
real estate taken under foreclosure, the facts must be frankly faced. The following is a con- 
densation of a paper presented recently at a conference of trust officials in Pennsylvania.) 


HE question of foreclosing mortgages 

is an ever-present problem today. We 

must remember that it does us no good 
to cry about mistakes or things that are 
past, unless we use as a guide against a 
repetition of past mistakes, those things 
which have occurred. We will assume a 
typical case of a property that, during the 
boom days, sold for $10,000. That property 
was probably financed by a financial institu- 
tion at 60 per cent of what the financing 
company felt was a conservative appraise- 
ment of, say, $8,500. There was a second 
mortgage of $2,500 in a Building and Loan 
Association. As time went on, there was a 
deflation. Opinions vary as to the extent of 
that deflation. There is no general average 
that we can use. 

Certain classes of properties have decreased 
in value for various reasons, due to business 
conditions, changes of neighborhood, ete. But 
assuming that our typical property is a nor- 
mal one, in an average residential neighbor- 
hood, we may consider with a fair degree of 
accuracy, that the depreciation has been 
about 40 per cent, so that the property is 
now worth $6,000. The holder of the first 
mortgage may therefore feel that there is 
still an equity of $1,000 over the first mort- 
gage and therefore no occasion for anxiety. 
The second mortgage, being somewhat re- 
duced through the value of stock in the 
3uilding and Loan Association holding it, 
is therefore still protected to the extent of 
$1,000 equity over the first mortgage. Any 
difference not thus provided for, is offset by 
a reserve fund set up against this invest- 
ment. 

But, we must remember something else. 


Perhaps the owner of the property has lost 
his job, or his wages have been reduced, or 
his friends have told him he is foolish to 
own real estate. He can lease similar prop- 
erty today for less than his current carrying 
charges. He cannot, or will not continue to 
earry his mortgages. There accumulates upon 
the property, in addition to the mortgage 
debts, the arrearages of interest and the 
taxes, for a year or two years, as the case 
may be, depending upon the patience of the 
mortgagee. There comes a time, however, 
when the mortgagee, without intending to be 
severe, must realize that the burden of ac- 
cumulated charges are beyond the capacity 
of the owner to pay and that foreclosure is 
inevitable. The exercise of more patience at 
such a time, in the hope that foreclosure 
may be avoided, and the situation be worked 
out otherwise, is not practical. 


Attitude of Trust Companies 

The attitude of the trust companies that 
they are not investors in real estate, and that 
they do not wish to clutter their trust ac- 
counts with real estate in place of personalty 
is a very proper one, but we are up against 
unusual conditions today. It is of no avail 
if we attempt to deceive ourselves. First 
mortgagees today, with defaults accumulat- 
ing, are actually, if not technically, already 
the owners of real estate. We should not 
withhold foreclosing because of a fear of real 
estate. Many people have such fear, which 
is contagious. It has been passed on to the 
property owner who meets his default with 
an arrogant air, knowing his mortgagee is 
unlikely to press him. If we are obliged to 
take over property, we should not be timid. 
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Experience has shown that properties ac- 
quired under foreclosure in the past have 
usually been made to produce income and 
eventually have been sold without loss and 
often with profit. 

There is another fact of which we should 
not lose sight. In Philadelphia there is 
bonded debt against all the real estate in the 
city, of 10 per cent of the assessed value. 
This, plus the first mortgage, represents ap- 
proximately 70 per cent of the original value 
of the property, exclusive of interest and 
tax arrearages. The second mortgage is con- 
sequently out of the picture. In such a case 
it is a mistaken policy to sit back and hope 
it will not be necessary to take over the 
property. 

There are some people who have suggested 
that one of the solutions of the present situa- 
tion is a general reduction in interest rates, 
horizontally, on all mortgages. I do not be- 
lieve this is the answer to the question. With 
good mortgages clamoring for takers at 6 
per cent interest, it is contrary to the eco- 
nomic situation to reduce rates on existing 
loans not as well secured as new ones which 
are obtainable. Furthermore, a reduction of 
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interest would not cure the situation, because 
an owner often cannot, or will not pay in- 
terest, regardless of the rate. General in- 
terest reduction can hardly be adopted as a 
general policy while mortgage money is in 
demand at six per cent. 


When It Is Wise to Accept Losses 

Some of us feel at times a little pessimistic 
about real estate taken under foreclosure. 
There are some properties in changing com- 
munities that were once thriving but which 
are now almost hopeless. In such cases it 
is the part of wisdom to take the loss 
promptly. Such losses have been absorbed 
as a matter of course in the ease of other 
forms of investment. The percentage of such 
losses will be very small. The other proper- 
ties which are in locations that will be good 
normally ought to be rentable at a sufficient 
amount to carry themselves until a better 
selling market returns. 

When business conditions are normal, and 
the scale of wages is established permanent- 
ly so that men know what their income will 
be and what they can afford to do, we will 
be in a position to determine what property 
will produce. The revenue possibility of a 
property is, after all, the real determinant 
of its permanent value. We don’t expect 
properties to come back fully to the inflated 
values of five years ago, nor do we expect 
them to remain where they are. 

In dealing with the mortgage situation 
today, we must recognize the fact that we 
had to make new rules and establish new 
precedents. It is going to be to the ever- 
lasting credit of this generation if we meet 
it in the proper way. 3ut let us not be 
afraid to act. Let us not be afraid to make 
decisions for fear that they will be wrong. 
Many errors will be made, but none worse 
than have been made. Let us not be afraid 
of real estate. Everyone needs it. We need 
homes, offices, factories, farms, schools, 
churches, rights of way—real estate all. Real 
estate has had its slump. It is always last 
to react either way. It will follow the course 
of business upward. The thing that should 
concern us is how we shall deal with each 
case. It is a big job, and a long job, but I 
am sure we can do it. 

Se de 

-aul D. Williams, assistant vice-president 
of the Corn Exchange National Bank & 
Trust Company of Philadelphia, has been 
appointed comptroller. 

C. Everett Murray has been elected vice- 
president of the Plainfield Trust Company of 
Plainfield, N. J. He was formerly a member 
of Mackay & Company, New York. 
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[LEGAL DECISIONS OF SPECIAL INTEREST TO OFFICERS OF TRUST COMPANIES WILL BE REVIEWED 


AND DISCUSSED IN THIS DEPARTMENT. 


LEGAL NATURE ARISING OUT OF THE CONDUCT 


PANIES. 
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OF THE VARIOUS DEPARTMENTS OF TRUST COM- 
SUBSCRIBERS ARE INVITED TO AVAIL THEMSELVES OF THESE FACILITIES WHICH ARE 


OFFERED FREE OF CHARGE AND INCLUDING REQUESTS FOR COMPLETE COPIES OF COURT DECISIONS. ] 


REVOCATION OF LIFE INSURANCE TRUSTS 

(Requirements for the revocation of 
life insurance trusts in New York are 
plain.) 

In 1929, A. executed a deed of trust cov- 
ering insurance policies amounting to $27,- 
000. He named himself and his wife as trus- 
tees, but provided that upon his death the 
Manufacturers Trust Company should be- 
come trustee in his place. The beneficiaries 
under the trust included infants and chari- 
ties. The trust was irrevocable except that 
A. reserved the right to revoke or amend it 
only upon compliance with certain strict pro- 
visions for such amendment. In substance, 
he provided that there should be no revoca- 
tion prior to January 1, 1931, nor subsequent 
to the 15th day of January, 19381; that a re- 
vocation should be in writing and duly wit- 
nessed and acknowledged. Further provi- 
sion was made in the case of revocation for 
notices to certain persons including A.’s at- 
torney. Insurance policies were made pay- 
able to his wife and the Manufacturers Trust 
Company. 

A. also executed a will which provided 
that all of his assets should be paid over to 
the trust. No notice of the execution of the 
trust deed was ever given to the Manufac- 
turer’s Trust Company and it appeared that 
the trust company had no knowledge thereof 
until some time after the death of A. 

On January 10th, A, decided to revoke the 
trust and on that day executed an instru- 
ment stating in effect that he hereby revoked 
the trust and requested the trustees, namely 
himself and his wife, to return to him all 
of the policies of insurance, certificates of 
stock and other property. The revocation 
was acknowledged before a notary public and 


on the same day A. notified his wife that the 
trust had been revoked and she assented 
thereto in writing. <A. never notified the 
Manufacturers Trust Company or others of 
the revocation of the trust. He did not 
comply strictly with the provisions which 
he had inserted in the trust for revocation 
thereof. If the trust agreement, by reason 
of improper revocation, was still in full force 
and effect, the payments by the Insurance 
companies should be made to the trustees 
and they in turn should pay over to the es- 
tate. The Surrogate of Kings County de- 
cided that irrespective of the provisions of 
the trust agreement, A. had complied with 
the law of the State of New York in revok- 
ing the trust in that he had unequivocally 
stated in writing his intention to revoke and 
that this writing had been executed in the 
proper manner, namely by being signed and 
duly acknowledged.—Estate of Goldowitz, 88 
N. Y. Law Journal, 1708. 


TRUST FUNDS FOR CHARITABLE PURPOSES 

(Charitable organizations must use do- 
nated funds for the express purposes for 
which the funds were donated.) 

A decision of the Supreme Court of Ore- 
gon, January 17, 1933, in Oregon, er rel, 
Albert L. Grutze vs. Trustees of the Grand 
Lodge of Masons, is of interest to trust com- 
panies, for it is a leading case against the 
diversion of funds which have been donated 
for charitable and educational purposes. 

For many years the Grand Lodge of Ma- 
sons had maintained two charitable funds, 
the Educational Fund and the Home Fund. 
For many years persons had contributed to 
one or the other of the two funds. In June, 
1923, at a regular meeting of the Grand 
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Lodge, it was voted to make up a deficit 
over $4,000, occasioned by the operation 
the Masonic Home, by the appropriation 
money from the Educational Fund and the 
Home Endowment Fund. Although the Ma- 
sonic Home Fund was charitable in its na- 
ture, Albert L. Grutze, vice-president of Title 
& Trust Company of Portland, Ore., who 
had been a contributor to the various funds, 
brought suit to restrain the trustees from di- 
verting any of the Educational Fund or the 
Home Endowment Fund to the Home Main- 
tenance Fund. 

The Court upheld Mr. Grutze and stated 
that the Grand Lodge was not in fact the 
ereator of the fund, but merely contributed 
to it and had made it possible for others 
to assist in the creation of the fund by their 
contributions under the solemn promise that 
the Grand Lodge would take and hold the 
fund in trust and never permit it to be used 
for any other purpose than the one desig- 
nated or allow any part of it to be trans- 
ferred to any other fund. 

Trust companies are constantly adminis- 
tering charitable trusts of various kinds and 
the decision of the Supreme Court of Oregon 
is important in that it rules against the di- 
version of funds created for charitable pur- 
poses, even by transferring such funds from 
one charitable object to another. 


EXTENSION OF MORTGAGE BY EXECUTOR 
(An executor who extends a mortgage 
may be individually liable.) 


An executor of an estate entered into an 
agreement extending the time of payment of 
a bond secured by a mortgage. Decedent 
had not signed the bond and was not person- 
ally liable for the debt. Later, the mortgage 
was foreclosed and a deficiency judgment 
was obtained against the executor of the es- 
tate as such. The Court followed the well 
settled rule that executors or trustees can- 
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not, by their executory contracts, although 
made in the interests of the estate, bind the 
estate and held that the judgment while in 
form against the estate, was in fact against 
the executor individually.—Re Daufkirch, 8S 
N. Y. Law Journal 1976. 


DOUBLE LIABILITY OF STOCKHOLDERS 
IN BANKS 


(The assets of a decedent who owns 
stock in a national bank are liable to 
assessment for the benefit of creditors in 
the bani.) 

In the recent case of Drain vs. Stough, 
decided by the United States Circuit Court 
of Appeals, it appears that the receiver of 
an insolvent national bank brought an action 
against the executors of the estate to recover 
the amount of an assessment levied by the 
Comptroller of Currency upon the stockhold- 
ers of the bank. The bank went into the 
hands of a receiver after the death of a 
stockholder. It also appeared that the re- 
ceiver had not presented the claim of the 
bank against the estate as required by law. 
In sustaining the right of the Comptroller to 
collect the assessment against the estate, the 
court decided that the claim was not barred 
by the failure to present it to the executor 
of the estate; that the presentation of a 
claim for either a contingent or accrued lia- 
bility on stock in a national bank where the 
insolvency of a bank occurred after the death 
of a stockholder was not required by law. 


Leslie G. MeDouall, associate trust officer 
of the Fidelity Union Trust Company of 
Newark, has been appointed chairman of the 
program committee for the 1933 annual con- 
vention of the New Jersey Bankers Associa- 
tion. 

E. E. ‘Bauer, cashier of the First National 
Bank & Trust Company of Tarentum, Pa., has 
become executive vice-president of the Alle- 
gheny Trust Company. 
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NEVADA DIVORCE AFFECTING TRUST 
(Motive of wife obtaining divorce to 
acquire corpus inquired into.) 

Where the instrument creating the trust 
provides that if the beenficiary obtains a 
divorce from her husband the corpus shall 
become payable to her, can the wife termi- 
nate the trust and obtain the corpus by de- 
liberately seeking a divorce with that object 
in view? This question came before the 
Pennsylvania Supreme Court for the Eastern 
District and involved the recognition or re- 
jection of a Nevada divorce. 

The testator, Casper Vetter, willed one- 
third of his residuary estate in trust for his 
daughter, Rose, for life, with remainder to 
her children; but if her husband died, or 
“in case of her divorce from him,” “the prin- 
cipal of the trust estate shall be paid to her 
absolutely and in fee simple.” 

The beneficiary obtained a Nevada divorce, 
which the court said the parties deliberately 
set out to accomplish in order to defeat the 
father’s will, agreeing on a program which 
included going into another state, getting a 
divorce, presenting a petition to terminate 
the trust, securing the fund and then re- 
marrying. Such a petition was then pre- 
sented and the court held that the full faith 
and credit clause of the Federal Constitu- 
tion did not prevent inquiry into such a 
fraud underlying the foreign divorce decree. 

The Pennsylvania court ruled that to dis- 
regard this attempt to set aside the will and 
to defeat the rights of the remaindermen, 
would make it a mere conduit for fraud, and 
that the Nevada decree would be of no effect. 
A decree in favor of the remaindermen was 
affirmed.—Estate of Vetter, Pennsylwania Su- 
preme Court, Eustern District, June 30, 1932. 


Edwin B. Marvin, formerly assistant secre- 
tary, has been elected trust officer of the 
Hartford-Connecticut Trust Company. 
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WALTER LICHTENSTEIN ELECTED VICE- 
PRESIDENT OF FIRST NATIONAL 
BANK OF CHICAGO 

Walter Lichtenstein was elected  vice- 
president of the First National Bank of Chi- 
cago at a recent meeting of the board of 
directors. Mr. Lichtenstein came to the First 
National Bank in 1918, being first foreign 
trade advisor and becoming executive secre- 
tary in 1921, which office he has held until 
now. 

Prior to his connection with the First Na- 
tional Bank, Mr. Lichtenstein was connected 
with the faculties of Northwestern Univer- 
sity and the University of Chicago. He took 
his A. B. degree at Harvard University and 
also holds the degrees of Master of Arts and 
Doctor of Philosophy from that institution. 
At Harvard Mr. Lichtenstein was associated 
with the late Professor Archibald Cary Cool- 
idge and assisted him in building up the 
great collections in the Harvard Library. In 
this connection he visited most parts of the 
known world. 

Mr. Lichtenstein has become well known 
in international financial fields, and in 1929 
went with Melvin A. Traylor to the Confer- 
ence at Baden-Baden where the Bank for 
International Settlements ‘was organized. 
Mr. Lichtenstein was general secretary of the 
Conference. Last summer he was one of the 
four delegates of the United States Govern- 
ment at the Telecommunication Conference 
held in Madrid. For many years he has been 
the secretary of the Federal Advisory Coun- 
cil of the Federal Reserve System. 


Judge Walter L. Hetfield, Jr., has been 
elected a vice-president of the State Trust 
Company of Plainfield, N. J. 

F. C. Irvinem, vice-president and trust offi- 
cer of the First National Bank & Trust Com- 
pany of Tarentum, Pa., has been given the 
additional title and duties of cashier. 
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HOW LIFE INSURANCE HAS CON- 
TRIBUTED TO GENERAL RELIEF 

President Walton L. Crocker, of the John 
Hancock Mutual Life Insurance Company of 
Boston, which contributed a most noteworthy 
chapter last year in the history of American 
life insurance, has the following to say as to 
the important part which life insurance 
formed in affording relief and preventing 
suffering : 

“American life insurance companies distri- 
buted during 1932 the unprecedented sum of 
approximately $3,100,000,000, not including 
policy loans. That these payments afforded 
relief and escape from much misery and 
many community burdens cannot be doubted. 
That such aid was made possible and could 
have been made possible only through the 
existence of the institution of life insurance 
as developed by the companies and their 
agency forces, is equally plain. It is for- 
tunate for the general public of the United 
States that so many citizens have been in- 
duced and persuaded into insuring their 
lives—the only resource which some of them 
find available during life in a time such as 
the present, and the only provision which 
so many of them leave to their helpless bene- 
ficiaries. 


“Such an outpouring of money could have 
been sustained without damage only by an 
institution based upon adequate assumptions 


and conservatively carried on. These funds 
proceeded from contributions by policyhold- 
ers from their savings. The reserves estab- 
lished from out of these savings are invested 
in the country’s fundamental activities. To 
that extent these millions of policyholders 
are partners in the greatest and most stable 
enterprises of the country. The welfare of 
these enterprises is therefore the concern of 
every policyholder and every prospective ben- 
eficiary.” 


McCORMICK ESTATE SHOWS SEVERE 
SHRINKAGE 

A rather unusual situation has developed 
in connection with the estate of the late Mrs 
Edith Rockefeller McCormick, daughter of 
John D. Rockefeller, the value of which was 
at one time placed as high as $40,000,000. 
Recent appraisals of assets reveals such se- 
vere declines as to indicate that the net at 
present market values is practically nil. 
Under the will of Mrs. McCormick five-tenths 
of the estate was to go to Edwin Krenn, an 
architect and a close friend of the testatrix. 
An arrangement was entered in after the 
will was probated by the terms of which 
Mr. Krenn waived his share of the estate 


and in lieu thereof was to be guaranteed an 
annual income of $24,000. 


In untangling the estate ‘the executors dis- 
covered that values have been so impaired 
that it cannot yield even the income to be 
paid to Mr. Krenn. It is now understood 
that Mr. Krenn has agreed to cancel the spe- 
cial arrangement and reassume his position 
as chief heir under the terms of the will. 
The facts brought to light by the executor’s 
examination showed that whereas the es- 
tate at one time consisted largely of Stand- 
ard Oil and other stocks, it now consists al- 
most entirely of real estate into which Mrs. 
McCormick had converted most of her for- 
tune during the height of the Chicago specu- 
lative boom in real estate. A large part of 
such real estate holdings was tied up in the 
Edith Rockefeller McCormick Trust and most 
of which is now in default. Numerous claims 
are also outstanding against the estate for 
defaulted interest on bonds and non-payment 
of taxes. 


REDUCING THE COST OF GOVERNMENT 

Discussing the problems arising from the 
piling up of huge volume of public debt by 
national, state and local divisions, Raleigh 
S. Rife, economist of the Guaranty Company 
of New York, in a recent address said in 
part: 

“When one turns to the study of what can 
be done to reduce the cost of government, one 
is impressed first with the magnitude of the 
debt charges. The interest charges on this 
debt and the maturing obligations are (liffi- 
cult to adjust, if at all. In times of low 
money rates, like the present, it is possible 
for the national governments to carry out 
refunding operations whereby the holders of 
government bonds agree to exchange them 
for a government bond with a lower rate of 
interest. The most striking instance of this 
are the two British refunding agreements. It 
is, of course, not so easy for state, county 
and municipal governments to be able to 
effect any such arrangement. Particularly 
does this apply to those situations in which 
bonds have been issued on a serial basis and 
for which there are annual maturities in the 
budget. Obviously, it is not possible to re- 
duce this item in our governmental budgets; 
about all that can be done is to adopt a pol- 
icy tending to prevent the increase of these 
items.” 


William H. Pullen, of the Perth Amboy 
Trust Company, has been elected president 
of the New Jersey Safe Deposit Association. 
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ANNUAL REPORT OF AMERICAN 
SECURITY & TRUST COMPANY 
At the close of last year the American 
Security and Trust Company of Washington, 
I). C., held in trust in its trust department 
the sum of $112.213.162, including invest- 
ments carried at par value, real estate at 
value and cash. This total repre- 
sents a gain of $4.371,685 during the year. 
The records show substantial increase in the 
number of wills and life insurance trusts 
deposited in which the Company wus named 
as executor or trustee. 


assessed 


WILLIAM L. BEALE 


Real Estate Officer of the American Security and Trust 
Co. of Washington, who has been elected a Vice-president 


Total volume of banking assets show an 
increase of nearly one million to aggregate 
of $39,539,351 with deposits increasing from 
$30,552,707 to $31,780,000. The capital re- 
mains at $3,400,000 as well as surplus of 
$3.400.000. During the year the sum of 
$300,000 was transferred from undivided prof- 
its to reserve for contingencies. The balance 
in reserve for contingencies, after charging 
off $248.180 for bond depreciation and $44.- 
740, loss on amounted to $161,966. 
Gross profits during 19382 were $1,499,993 
compared with $1.538,.490 at close of previous 
year with net profits of $566.559. The real 
estate department of the Company main- 
tained a gratifying degree of activity. Divi- 
dends on capital stock amounted to $408,000 
at the annual rate of 12 per cet. 


loans. 
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New Orleans is the largest mahogany market 
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average of 25 million feet of mahogany annu- 
ally, give employment to more than 800 men 
and produce lumber whose value averages 
$5,000,000 annually. 

New Orleans takes the greater part of the 
mahogany logged in Mexico, Guatemala, Hon- 
duras, Nicaragua, Costa Rica, Cuba and Africa; 
converts it into mahogany boards and trans- 
ports this lumber to furniture centers of the 
United States and many foreign countries. 
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since 





Announcement is made of the election of 


William L. Beale as vice-president of the 
American Security and Trust Company with 
title of vice-president and real estate officer. 
He came to the Company in 1919 as real es- 
tate officer and prior to that time served 
as assistant assessor of real estate for the 
District of Columbia. He has been very ac- 
tive in real estate circles and has served 
in a number of official capacities. Mr. Beale 
attended the University of West Virginia and 
came to Washington in 1903 from West Vir- 
ginia, 


PAUL MELLON ELECTED DIRECTOR OF 
UNION TRUST COMPANY 

At the recent annual meeting of the Union 
Trust Company of Pittsburgh. Paul Mellon 
was elected a director. Another announce- 
ment was that of the election of Charles H. 
Matthews as vice-president. He has been 
with the Union Trust Company for five years 
and recently became manager of the bond 
department. 

H. C. McEldowney, president of the Union 
Trust Company, has been appointed a mem- 
ber of the Federal Advisory Council of the 
Federal Reserve Board, representing the 
Fourth Federal Reserve District. 
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William C. Tuttle, trust investment officer 
of the Girard Trust Company of Philadel- 
phia recently spoke at the Forum Meeting 
of the Evening School Banking Club of the 
University of Pennsylvania on the subject of 
trust investments. After discussing trust in- 
vestment laws and practice in Pennsylvania 
he dwelt on the selection and care of trust 
investments when the trustee is given broad 
powers and assumes discretionary responsi- 
bilities. He said: 

“Now, when the trustee is given the broad 
investment powers permitting the purchase 
of bonds, stocks or any form of investment 
or security yielding a reasonable income re- 
turn without endangering the safety of prin- 
cipal, there is a wide field and the opportu- 
nities to obtain a goodly rate of income are 
dependent upon the conditions of the money 
market existing at the time of investment. 

“How should the moneys of a trust fund 
be invested when the fiduciary is possessed 
of broad power? By the selection of a diver- 
sified list so classified as to apportion the 
amount invested in such security or obliga- 
tion of a number of corporations. The classi- 
fications might include bonds of municipali- 
ties, railroads, public utility corporations, in- 
dustrial corporations and issues secured 
upon real estate such as office buildings, 
hotels, apartment houses, ete., as well as prob- 
ably some of the so-called investment trust 
issues; stocks of the same group to which 
might be added the stocks of banks, trust 
companies, insurance companies and miscel- 
laneous corporations or other special form 
of investment not here enumerated. The per- 
centage in each class would depend largely 
upon the size of the trust, the income it 
produces and the Federal Income tax to 
which the beneficiary is subject under the 
laws then existing, in addition to the taxes 
of the several states. 


WHEN THE TRUSTEE HAS BROAD POWERS OF INVESTMENT 


Analyzing the Security 

“To determine which of these are the most 
desirable, brings us to the analysis of each 
investment which is the problem that re- 
quires the greatest experience and display 
of judgment on the part of the fiduciary. 
Most of us in the banking business naturally 
feel that it is entirely unfair for a man en- 
gaged in another field to attempt to manage 
properly a trust fund and it therefore de- 
volves upon the financial institution with 
its many sources of information and its con- 
stant contact with money conditions, to ren- 
der the best service for the benefit of the 
parties in interest. 

“How shall we analyze a security? First, 
consider the standing or credit of the obliger, 
the character of the business, the earning 
power at the time of purchase and over a 
period of years preceding, the future possi- 
bilities for any improvement in earnings and 
a resulting, increase in value, the natural ele- 
ments to which-the business might be ex- 
posed and lastly, the many important legal 
technicalities, so that the average layman 
cannot readily determine the merits of each 
investment and must, therefore, consult his 
banker. Why not, then, in the first instance, 
select as ‘trustee or one of the trustees, a 
bank or trust company with its numerous 
facilities for service and security. 

“The reading of a bond offering circular is 
not as difficult, but sometimes, it is hard to 
obtain the information intentionally or unin- 
tentionally omitted; and the investor must 
not rest content on a few salient features 
which have been emphasized by ‘tthe over- 
zealous salesman. ‘Selecting investments is 
separating the chaff from the wheat, hence 
comes the saying that a bond is as good as 
wheat. 

“Some three or four years ago, much argu- 
ment was put forth that the most money 
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through which the rulings, past or 
current, of the New York Stock 
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Guide and Service. In addition 
to the rulings of the association 
this Service also shows, in in- 
stantly accessible form, just what 
documents, waivers, endorse- 


ments, etc., are necessary for the 
transfer of any security, regard- 
less of what state’s laws may be 
involved. Used by practically all 
leading transfer agents, and by 
estate, bank and trust company 
attorneys. Write for particulars. 


THE CORPORATION TRUST COMPANT 
120 Broadway, New York, N. Y. 








was made in buying common stock. Why not? 
Does not the holder of common stock assume 
the greatest risk; and has it not been dem- 
onstrated by the shrinkage of values since 
the fall of 1929? The English idea has al- 
ways been to participate in the business by 
the purchase of shares of stock and making 
himself a partner whereas the American pol- 
icy, except for a few years ago, was to in- 
vest in indebtedness which is more secure 
but does not fluctuate relatively speaking 
like the value of common stocks. This idea 
for a time was materially changed so that 
there was a large amount of investing by 
American individuals and corporations in 
stocks of the better class, back in 1928 and 
1929. This has not proven always to be the 
safest policy, and as I said before, the main 
duty of the trustee is to conserve that which 
is entrusted to its care. 

“T would consider myself disloyal to the 
banking fraternity if I did not say that today 
the bank official is expected to have knowledge 
of finance, law, manufacture, government 
policies and international affairs of all na- 
tions, and in fact a certain familiarity with 
every form of business, even to assist in the 
management of a hospital, church, orphan 
asylum, home for old folks or an art or 


educational institution, so that it has actu- 
ally become a profession demanding every 
resource of mind, body and capital.” 


HAWAIIAN TRUST COMPANY, LTD. 


As the leading and pioneer trust company 
of Hawaii, the Hawaiian Trust Company 
with main office at Honolulu, acquitted itself 
most creditably during the past year. While 
conditions on the main land and indeed 
throughout the world have also had their 
effect upon business, finance and trade of 
the Pacific insular possession, the situation 
so far as financial operations are concerned 
have always been held in command. The 
Hawaiian Trust Company has functioned 
widely as an agency of resourcefulness and 
of service. 

The financial statement of the Hawaiian 
Trust Company, as of December 31, 1932, 
does not reflect the wide scope of its opera- 
tions and influence, inasmuch as the com- 
pany transacts no banking business. ‘The 
financial statement shows total resources of 
$4,201,496 with capital stock of $1,750,000 
and surplus of $1,544,666. The chairman of 
the board is E. D. Tenney and the president 
is J. R. Galt. 
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ENLISTING THE ACTIVE COOPERATION OF LIFE UNDERWRITERS 


Of late there has been some lament that 
life insurance underwriters are not cooperat- 
ing wholeheartedly with trust officials in en- 
couraging the creation of life insurance 
trusts. This state of affairs does not obtain 
in Newark, N. J., where the Fidelity Union 
Trust Company is steadily increasing the 
volume of insurance trusts executed and un- 
der administration. Visible manifestation of 
the close bond of cooperation which exists 
between officials of that trust company and 
life underwriters of Newark was afforded 
recently when the Fidelity Union functioned 
as host at the eighth annual dinner tendered 
to members of the Life Underwriters’ Asso- 
Northern New Jersey. J. H. 
Bacheller, president of the trust company 
presided and in the course of his greeting 
said: “It has always been our policy to advo- 
cate the purchase of sufficient life insurance 
and we have always considered life insurance 
the very soundest of investments.” 

Dr. William M. Lewis, president of Lafay- 
ette College was the principal speaker, his 
subject being “Now is the Time,” dealing 
particularly with some of the challenges 
which 1933 makes. Those at the speakers’ 
table were: Mr. Bacheller; Dr. Lewis; 
Charles W. Hopper, president of the Life 
Underwriters’ Association of Northern New 
Jersey and supervisor of the Newark Agency 
of the Massachusetts Mutual Life Insurance 
Company; Henry Sargent, secretary of the 
Trust Division of the American Bankers As- 
sociation ; Leslie G. McDouall, associate trust 
officer of the Fidelity Union Trust Company 
who is also chairman of the Life Insurance 


ciation of 


Trust Committee of the American Bankers 
Association; and the following officers of 
the Fidelity Union Trust Company: William 
Scheerer, H. Stacy Smith, Paul C. Downing, 
Horace K. Corbin, Edward A. Pruden and 
L. A. Chambliss. 


EXCELLENT RECORD OF THE CAMDEN 
SAFE DEPOSIT & TRUST COMPANY 
At the recent annual meeting of the stock- 

holders of the Camden Safe Deposit & Trust 

Company of Camden, N. J., President Tom- 

linson reviewed the activities and record of 

the past year. Earnings of the company for 

1952, over and above expenses and deprecia- 

tion on banking building and equipment, 

were sufficient to pay dividends during the 
year aggregating $240,000, with upwards of 
$215,000 additional, which was applied to 
losses or depreciation and does not appear 
in the published statement. During the year 
the company sold some securities and added 
to its investment of government issues, 
which was accomplished at a minimum loss 
and resulted in a strengthening of the finan- 
cial position. 

The 


transferred $1,200,000 


company has 
from surplus to reserve account, leaving ¢api- 
tal of $1,200,000; surplus of $2,400,000; un- 


divided profits of $244,000 and reserves of 
$1,745,000. The Camden Safe now ranks 
among the 200 largest banks in the United 
States measured by deposits and is today the 
largest bank in New Jersey, south of Tren- 
ton, in point of deposits amounting to over 
$28,000,000 and serving 31,000 accounts. 


ANNUAL DINNER TENDERED TO LIFE UNDERWRITERS BY THE FIDELITY UNION TRUST 
COMPANY OF NEWARK, N. J. 
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MUNICIPAL MADNESS 


The extremities to which municipalities 


and states, and their subdivisions, have gone 
in the matter of extravagant expenditure of 
public moneys have become forcibly recog- 


nizable from the obtaining with 
present deflated values and incomes. There 
is a striking parallel evident between the ca- 
pacity for expansion and difficulties of con- 
traction of public debt and the similar in- 
elasticity which have marked the attempts 
at credit regulation in our banking system. 
No consideration of the correlation between 
governmental expenses and national income 
has guided the political subdivisions in re- 
cent years, until today three and a _ half 
months’ income out of the year’s is taken 
from the taxpayer as tribute to the extrava- 
gant building programs and bureaucratic or- 
ganization contracted at the apex of costs. 


viewpoint 


The financial effects on these governmental 
agencies of funding this debt and support- 
ing the disproportionately large payrolls, has 
been effectively described in the annual “Out- 
look for Municipal and State Bonds” pre- 
sented by Gertler, Devlet & Company, muni- 
cipal specialists, and analyzed as to the con- 
tributing causes which demand vigorous 
remedy. Overlapping tax districts are 
pointed out as invidiously obscuring true 
proportions of the tax burden, and the in- 
creases in governmental financing and ex- 
penditures are compared with the changing 
national income, tabulated according to 
sources of revenue, both for the various 
states and the larger municipalities. Total 
governmental expenses are reported as ap- 
proximately thirty-seven billions for 1982, 
an increase since 1902 of 1,133 per cent and 
this with little consideration, in most eases 
as to repayment or refunding. 

While these conditions obtain far too gen- 


COMPANIES 


CUBA 


Trustees for Bond Issues 
Real Estate Listed or Administrated 
Insurance—All Lines 


THE TRUST COMPANY 
of CUBA 


Havana Cable—“Trustco” 











erally, attention is called to the many muni- 
cipal and other taxing jurisdictions that 
have adjusted their budgets to prevailing 
conditions and are now operating on a busi- 
ness-like basis, maintaining the security of 
their outstanding obligations. Many con- 
structive suggestions are made regarding re- 
trenchment of operating expenses and reduc- 
tion of tax rates to equilibrium, savings in 
new financing through serial maturities or 
sinking funds and elimination of duplication 
of functions by consolidations. As a survey 
of the tax situation as it affects investment 
values, this booklet includes a fund of per- 
tinent statistics and a comprehensive study 
of the problems whose solution make for 
governmental stability in the balancing of 
budgets. 


HELPFUL OPERATIONS OF NATIONAL 
CITY BANK PERSONAL LOAN 
DEPARTMENT 

Since the National City Bank of New York 
established its personal loan department four 
and a half years ago a total of 375,000 loans 
have been made, aggregating $125,000,000 and 
averaging about $334. Evidence of the regu- 
larity and promptness of repayments is 
shown by the fact that the percentage of slow 
and unpaid accounts is at the lowest point 
since this department was started. Thrift de- 
posits now total $150,000,000 in connection 
with the operations of the compound inter- 
est department of the National City Bank, 
two-thirds of which is domestic and the bal- 
ance foreign. Thrift deposits number 675,- 
000. 


Palmer C. Toy, for many years president 
of the Commercial Trust & Savings Bank of 
Sioux City, Ia.. has been elected president 
of the Toy National Bank of that city. 
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RECENT TAX RULINGS OF INTEREST TO 
BANKS AND TRUST COMPANIES 

Several important rulings of interest to 
banks and trust companies have recently 
been announced by the Federal Tax Depart- 
ment. The following is a digest of some of 
these rulings prepared by Seidman & Seid- 
man, certified public accountants of New 
York : 

Checks drawn upon the funds of army post 
exchanges or similar agencies are not sub- 
ject to the check tax. Neither are the 
checks issued by schools or school districts 
that are part of the system of public educa- 
tion of the state. However, where the funds 
against which the checks are drawn are not 
strictly public funds, and are expended under 
the supervision of a school board for social 
or recreational purposes, such as class enter- 
tainments, athletic contests, etc., the exemp- 
tion does not apply. 

No stamp tax need be paid on the issue of 
stock by a national bank organized for the 
conversion of a state bank. 

Concerning the tax on the transfer of 
bonds, it is held that when bonds are ac- 
quired by a trustee for sinking fund pur- 
poses, and not ‘to be further negotiated except 
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for surrender to the corporation, the trans- 
fer to the trustee is not taxable. 

The transfer of bonds by executors of an 
estate to themselves as residuary trustees is 
taxable. So also is a transfer of bonds by a 
trustee for one beneficiary to the same trus- 
tee for another beneficiary. A transfer to a 
trustee under a revocable or irrevocable trust 
is likewise taxable. Another tax must be 
paid upon the revocation of a revocable trust, 
when the bonds are transferred out of the 
trust. 


ANNUAL REPORT OF WISCONSIN 
BANKSHARES CORPORATION 

The annual report of Wisconsin Bank- 
shares Corporation for the year 1932 shows 
that combined net earnings of the corpora- 
tion and subsidiaries in 1932, before provision 
for losses, were $2,775,926, or $1.42 per share 
of the 1,954,988 shares of capital stock out- 
standing December 31, 1932. The 1932 earn- 
ings of $1.42 per share compare with earn- 
ings of $1.69 for 1931 computed on the same 
number of shares. 

The corporation built up reserves for losses 
during the year to a total of $12,048,967. 
Losses and write-downs of $6,599,501 were 
charged against this reserve. The report ex- 
presses the belief that reserve provision 
against losses is more than sufficient to take 
eare of security depreciation and charge-offs 
of loans that the group might have sustained 
as a result of federal and state banking ex- 
aminations as at December 31, 1932. The 
corporation carried on its own books as of 
December 31, 1932, a reserve for contingen- 
cies of $1,000,000 and a special reserve for 
losses of $1,750,000. 

Cash and government securities held by 
the combined institutions of Wisconsin Bank- 
shares increased during the year from $68,- 
413,000 to $83,803,000. Deposits decreased 
from $238,717,000 to $200,327,000, loans and 
discounts were down for $170,513,000 to 
$126,998,000 and holdings of bonds, stocks 
and securities other than governments from 
$39,155,000 to $27,222,000. Bills payable and 
notes rediscounted increased from $4,619,000 
to $5,640,000 and circulation from $4,589,00€ 
to $12,945,000, 

The forty-third annual convention of the 
Missouri Bankers Association will be held 
in St. Louis, May 18th and 19th. 

The Webster & Atlas National Bank of 
Boston celebrates its 100th anniversary this 
year. A calendar issued by the bank bears 
a series of authentic reproductions of his- 
toric sites of Boston as they appeared one 
hundred years ago. 
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CHANGES IN NEW YORK BANKING 
POWER 

Effect of business depression and of merg- 
ers and bank failures is revealed in a com- 
parison of the totals of New York City’s 
banking power since the close of 1929 to end 
of 1932. This shows that there has been a 
reduction in the number of reporting banks 
and trust companies, including national, from 
126 to 84. During this three-year period re- 
sources of trust companies, national banks 
and state banks, exclusive of savings banks, 
decreased from $14,949,393,000 to $10,497,- 
044,800; aggregate depos‘ts decreased from 
$11,006,579,000 to $8,110,987,400. Capital 
shows decrease from $802,174,700 to $689,- 
611,900; surplus and undivided profits de- 
ereased from $1,391,358,000 to $954,569,800. 
Ratio of deposits to capital funds shows de- 
erease from 5.02 to 100 to 4.98 to 100. 

It is noteworthy that trust companies con- 
tinue to occupy the leading place in the 
classification of banking resources and de- 
posits as well as capital structures in New 
York City. Whereas at the close of 1928 the 
national banks reported gross resources of 
$6,921,543,300 and led the trust companies by 
about $550,000,000 the close of the year 1929 
witnessed a decrease in national bank re- 
sources to $5,519,665,000 and trust company 
resources marked a gain of over two billion, 
largely due to conversions and mergers, 
bringing their total to $9,016,903,000. At the 
close of last year the trust companies report- 
ed combined resources of $5,879,228,000 as 
against $4,095,850,000 for the national banks; 
deposits of $4,549,276,000 as against $3,147,- 
957,000 for the national banks; capital $350,- 
085,000 as against $314,053,000 for national 
banks ; surplus and undivided profits of $619,- 
046,300 as compared with $293,771,000 for the 
national banks. There are today in New 
York City 36 trust companies, 34 national 
banks and 24 state banks, the latter having 
resources of $521,000,000. 


NEW YORK BANKING POSITION WELL 
FORTIFIED 

Analysis of the financial statements of the 
banks and trust companies of New York City 
discloses that they are virtually in an im- 
pregnable position and well fortified against 
contingencies. The striking transfer of bank 
loans into investments and principally gov- 
ernment securities is evidenced by reduction 
in total loans from $6,257,000,000 in 1929 to 
$3,450,000,000 and of increase in total invest- 
ments from $1,983,000,000 to $3,570,000,000 
with U. S. Government securities showing 
substantial increase to $2,483,000,000. With 
losses charged off and liquid positions at ex- 
tremely high ratio, the main problem of bank- 


ing is now to find safe outlets for funds on a 
profitable basis. 

Losses and charge-offs have been aecepted 
by New York banking and trust company 
management in a manner that justifies hope 
of speedy recovery of earning basis when 


business reassumes a more normal course. 
Strict economies have been enforced by 
means of reducing salaries, reducing person- 
nel wherever necessary, elimination of free 
services and reduction of interest on bal- 
ances. Trust business has contributed not- 
ably to maintenance of earnings by those in- 
stitutions which have been most successful in 
developing trust department business. It is 
worthy of note that normal earnings of banks 
and trust companies, as a whole, were but 
slightly lower in 1932 than in 1931. A group- 
ing of thirty-five of the largest banks and 
trust companies shows that in 1932 they paid 
a total of $107,472,875 in dividends as com- 
pared with $132,798,125 paid by the same in- 
stitutions in 1931. 

Holders of New York City bank and trust 
company stocks established a new high rec- 
ord at the close of 1932. The stockholders 
lists of the fifteen leading institutions carried 
a total of 363,163 names, according to the 
records, compared with 328,974 names at the 
end of 1931, 301,932 names at the end of 1930 
and 19,401 names in 1920. 
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TRUST COMPANIES OF THE STATE OF 
NEW YORK 

According to the latest compilation of the 
State Banking Department there were 140 
trust companies reporting in the State of 
New York at the close of last year. They 
showed combined resources of $7,076,906,362, 
including specie, other currency and cash 
items of $266,000,000; due from Federal Re- 
serve $586,190,000 ; due from banks and trust 
companies and depositaries $307,000,000 ; 
stock and bond investments $2,755,709,000 ; 
loans and discounts $2,266,000,000. Deposits 
aggregate $5,502,240,000 of which $5,886,000,- 
000 belong to trust companies of Greater New 
York. Capital is $419,267,000; surplus and 
undivided profits $709,966,000 and reserves 
$134,822,000. 


BANKING BILLS REPORTED AT ALBANY 

A number of bills have been reported by 
the Senate Committee on Banks of the New 
York legislature, One of these provides that 
no officer of a banking institution shall be- 
come officer of corporations engaged in the 
business of buying or selling securities. An- 
other bill amends the banking law for merger 
or sale of assets of banks or trust companies 
in an unsafe condition. Other bills restrict 
loans to officers of banks; authorizes bank- 
ing superintendents to borrow on and pledge 
assets of banks in liquidation. A bill pend- 
ing before the Senate provides that each and 
every trustee of a savings bank shall be in- 
dividually liable for acts done, or failure to 
perform acts as such -trustee, during his term 
of office and for six months after expiration 
thereof. 


CUTS IN INTEREST RATES ON DEPOSITS 

New York City banks and trust companies 
have followed the trend of reducing rates of 
interest paid on checking, time and savings 
deposits which has become _ pronounced 
throughout the country within the last few 
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months. Maximum interest rate schedules 
to which New York Clearing House banks 
and trust companies are now adhering, rep- 
resent the lowest rates on record. The new 
schedule which recently became effective calls 
for one-quarter of 1 per cent on demand de- 
posits of banks and trust companies; one- 
half of 1 per cent on. demand deposits of mu- 
tual savings banks; one-quarter of 1 per cent 
on demand deposits of others, and one-half 
of 1 per cent on time deposits. A new defini- 
tion of demand deposits was announced by 
the Clearing House committee, which stated 
that commencing Wednesday any deposit 
payable within 90 days is to be considered a 
demand deposit for purposes of calculating 
interest. 

Mutual savings banks of New York City 
have declared the rate of dividends on sav- 
ings deposits at 3 per cent per annum for the 
current quarter. Thrift accounts by banks 
and trust companies have also been cut from 
3 to 2 per cent. This movement of reducing 
rates is justified by the unprecedented low 
yield on government and other high grade or 
legal investments as well as the urge to econ- 
omize in banking operation. 


ADDITIONAL APPOINTMENTS AT CHASE 
NATIONAL BANK 

Following the important executive changes 
at the last annual meeting of the Chase Na- 
tional Bank of New York a number of addi- 
tional staff appointments have been an- 
nounced, including the following: Albert 
W. Barth, William C. Kunz and Ferdinand 
Zegri were appointed assistant managers of 
the foreign department; Earle W. Allen, 
Charles L. Evans, Frank M. Gregory and 
Woodruff Johnson were made assistant man- 
agers of the credit department; Douglas P. 
Stewart was appointed assistant trust officer ; 
Charles J. Burger, Cecil G. Grace, John T. 
McMahon and Howard R. Mears, Jr., were 
named assistant branch managers. 
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IN SAN FRANCISCO 


Crocker First Federal Trust Company 


Identical in ownership with 


Crocker First National Bank 


of San Francisco 


Through its wide experience, is fully qualified to act as Transfer Agent, 
Registrar, Ancillary Administrator, or in any other fiduciary capacity. 





OPENING OF NEW PORT AUTHORITY 
BRANCH OF THE NATIONAL CITY BANK 

Evidencing faith in restoration 
the National City Bank of New York actively 
continues its policy of expanding its branch 
banking facilities. The latest addition to its 
system of branches in Greater New York is 
the Port Authority Branch located on Eighth 
avenue between Fifteenth and Sixteenth 
streets. This is the National City’s seventy- 
fourth branch in Greater New York and it 
is comfortably and attractively housed in the 
new Port Authority Commerce Building 
which was recently completely and is one of 
the largest industrial structures in the world. 

The accompanying illustration shows 
Treasurer Leary of the Port of New York 
Authority opening the first account in the 
new branch. He was born seventy-eight 
years ago within a half a block of the new 
office. The new branch provides complete 


business 


TREASURER O’LEARY OF THE Port OF NEW YORK AUTHORITY 
OPENING THE First ACCOUNT AT THE NEW PorT AUTHORITY 
BRANCH OF THE NATIONAL CiTy BANK OF NEW YORK 


business and personal banking facilities, in- 
cluding safe deposit box equipment, trust 
and investment services. 


APPOINTMENTS FOR CHEMICAL BANK 
& TRUST COMPANY 

The Chemical Bank & Trust Company of 
New York has been appointed depositary for 
614 per cent sinking fund gold debentures, 
Series A, due September 1, 1940, of North 
American Cement Corporation; designated 
trustee under an indenture with Drug Shares, 
Ltd., for an issue of fully registered five- 
year collateral trust debentures; with prin- 
cipal and interest payable at the office of the 
trustee. The Chemical has also been ap- 
pointed agent of the voting trustees for the 
issue and transfer of voting trust certificates 
for capital stock of Drug Shares, Ltd. 

Richard C. Patterson, Jr., executive vice- 
president of the National Broadcasting Com- 
pany, Inec., has been elected a mem- 
ber of the advisory board of the 
Fifth avenue and Fifty-fourth street 
office of the Chemical Bank & Trust 
Company. 

The First National Bank of Prince- 
ton, N. J., distributed an extra divi- 
dend of 2 per cent in addition to the 
last regular dividend of 5 per cent. 

Dr. Julius Klein, Assistant Secre- 
tary of Commerce, will become as- 
sociated with the Irving Trust Com- 
pany of New York as a special ad- 
visor after severing his connection 
with the administration at Wash- 
ington. 

John J. Roe, vice-president of the 
First National Bank of North Ber- 
gen, N. J., has been elected president 
of the North Bergen Trust Company, 
succeeding Floyd G. Schaefer. re- 
signed. 
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LIBANUS M. TODD 

Libanus M. Todd, inventor and a founder 
of the Todd Company, Inc., the well known 
manufacturers of bank check protection ma- 
chines, passed away recently at his home in 
Rochester, N. Y., at the age of seventy-one. 
He came to Rochester in 1899 and invented 
the protectograph which has been improved 
from time to time and is used by banks and 
trust companies throughout the country. He 
also was a pioneer in perfecting safety paper 
which is in wide use. In December, 1931 Mr. 
Todd sponsored the _ so-called ‘Rochester 
Plan” for unemployment relief. He was a 
vice-president and trustee of the Mechanics 
Savings Bank of Rochester. 

FRANK CALLAHAN 

Frank Callahan, executive vice-president 
of the Chase Securities Corporation of New 
York, succumbed recently to a heart attack 
while visiting friends on Long Island. He 
was a graduate of Yale and the Columbia 
University Law School. He practiced law 
for a number of years and in 1925 was elect- 
ed a vice-president of the Chase Securities 
Corporation. He was also a director in a 
number of corporations. Last December he 
was elected a member of the committee to 
protect the interests of bondholders of the 
former Kingdom of the Serbs, Croats and 
Slovenes, now the Kingdom of Yugoslavia. 


Herbert L. Williams, for fifteen years a 
trust officer of the Central Hanover Bank & 
Trust Company, has been elected a vice-pres- 
ident of the New York Title & Mortgage Com- 
pany. 

Robert E. Dowling, president of the City 
Investing Company, has been elected a di- 
rector of the New York Life Insurance Com- 
pany to fill the vacancy caused by the death 
of Darwin P. Kingsley. 


REDUCTION OF INTEREST PAYMENTS ON 
GUARANTEED MORTGAGE 
CERTIFICATES 

Several of the leading title and mortgage 
companies of New York have sent letters to 
clients asking holders of guaranteed mort- 
gage certificates to accept a reduction in in- 
terest rates from 5 or 5% per cent to 4 per 
cent. The call is not for a horizontal reduc- 
tion on all mortgage certificates but only in 
such instances where the mortgagor is un- 
able to meet charges and where difficulty is 
encountered in continuing payments. 

The New York Title & Mortgage Company 
was among the first title companies to take 
such step. A letter recently sent out by Pres- 
ident Frederick F. Fuller, asks for reduction 
of interest payments and also cooperation in 
allowing postponement in repayment of prin- 
cipal. While this request was sent specifi- 
ally to holders of $27,611,642 guaranteed 
first mortgage certificates of Series F1, simi- 
lar requests will be made of all holders of 
mortgage obligations guaranteed by the com- 
pany. The outstanding volume of guaranteed 
mortgages and mortgage certificates. accord- 
ing to the last statement of condition, was 
$706,677,259. 


GUARANTY TRUST APPOINTED TEMPOR- 
ARY ADMINISTRATOR OF PRATT ESTATE 

Miss Florence Adelaide Pratt of Newport, 
R. I., who died last Oct. 20 in London, Eng- 
land, left an estate in New York City valued 
at more than $4,000,000, it was disclosed 
recently when Surrogate James A. Delehanty 
appointed the Guaranty Trust Company of 
New York as temporary administrator of her 
estate. Miss Pratt’s assets included $68,- 
612.34 in cash and more than $4,000,000 in 
stocks and bonds. She also owned property 
valued at more than $250,000 in England, 
France, Monaco and Switzerland. 
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ANNUAL MEETING OF CORPORATE 
FIDUCIARIES ASSOCIATION 

C. Alison Scully, vice-president of the Bank 
of the Manhattan Company, was re-elected 
president of the Corporate Fiduciaries Asso- 
ciation of New York City at the recent din- 
ner and annual meeting held at the Waldorf- 
Astoria. Orrin R. Judd, vice-president of the 
Irving Trust Company was elected vice-pres- 
ident. Howard B. Smith, trust officer of the 
Chemical Bank & Trust Company, was re- 
elected secretary and treasurer. 

Members of the Executive Committee were 
elected as follows: John T. Creighton, vice- 
president, City Bank Farmers Trust Com- 
pany; Foster W. Doty, vice-president, Com- 
mercial National Bank & Trust Company; 
Charles Eldredge, vice-president, Bank of 
New York & Trust Company: Walter McMee- 
kan, vice-president, Manufacturers Trust 
Company; William C. Murphy, vice-president, 
The Fifth Avenue Bank; H. U. Silleck, vice- 
president, Brooklyn Trust Company; Henry 
A. Theis, vice-president, Guaranty Trust 
Company; William A, Read, vice-president, 
Central Hanover Bank & Trust Company; 
Hi. F. Whitney, vice-president, Empire Trust 
Company. 

Thomas G. Chamberlain of the National 
Economy League spoke on ‘“Retrenchment in 


Government Expenses.” 


C. ALISON SCULLY 


Vice-president, Bank of Manhattan Trust Company of 
New York, who has been re-elected President of the 
Corporate Fiduciaries Association of New York City 
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TRUST APPOINTMENTS FOR MARINE 
TRUST COMPANY 

Prevailing conditions fail to exert any 
dampening of the ardour which exists at the 
Marine Trust Company of Buffalo in the de- 
velopment of new trust business. The trust 
department of that company has made an- 
other excellent record in the volume of new 
business and number of new trust accounts 
gained during the past year. An important 
factor is the amount of new trust business 
brought in by officers and managers, includ- 
ing those at the branch offices. This is in ad- 
dition to new appointments secured by trust 
solicitors and that which comes in through 
ordinary channels. 

At the annual meeting of the Marine Trust 
Company, Clifford H. Cox was elected a trust 
officer and Clarence M. Brobst was appointed 
assistant treasurer. 


TITLE OF MANUFACTURERS AND 
TRADERS TRUST COMPANY RESUMED 

The title of Manufacturers & Traders 
Trust Company was resumed by the M & T 
Trust Company of Buffalo on February Ist. 
The bank was founded seventy-seven years 
ago under the corporate name of Manufac- 
turers & Traders Bank and has used that 
title with slight variations since its organiza- 
tion. When the bank was changed from a 
state bank to a national bank in 1902, the 
name was made Manufacturers and Traders 
National Bank, becoming Manufacturers & 
Traders Trust Company in 1925 at the time 
of the merger of the Fidelity Trust Company 
and the Manufacturers & Traders National 
Bank. In 1927 following the merger with 
the Peoples Bank of Buffalo, the name was 
made Manufacturers & Traders-Peoples Trust 
Company. This was shortened to M & T 
Trust Company in 1929. 


Frank S. Thomas has been elected execu- 
tive vice-president of the Genesee Valley 
Trust Company of Rochester, N. Y. 

Otis A. Thompson, cashier and trust officer 
of the National Bank & Trust Company of 
Norwich, N. Y., has been elected president of 
the Corporate Fiduciaries Association of 
Broome County. 

Harvey D. Gibson, president of the Manu- 
facturers Trust Company of New York, has 
been elected an honorary member of the New 
York Chapter of the American Institute of 
Banking. 

The Guaranty Trust Company of New 
York announces the appointment of Harry 
W. Knudsen as assistant secretary. 
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EARNINGS OF MARINE MIDLAND 
CORPORATION 

The Marine Midland Corporation, as hold- 
ing company for twenty-two banks and trust 
companies located in the State of New York, 
has demonstrated sound qualities of stability 
and resourcefulness which inhere in ably 
managed group banking organizations. This 
group was organized four years ago and has 
withstood the most tests ever im- 
posed upon banking conduct. The consoli- 
dated statement of the corporation, submit- 
ted at the recent annual shareholders’ meet- 
ing by President George F. Rand, testifies to 
excellence of management. 

The income of the Corporation, embrac- 
ing its twenty-two constituent banks and 
trust companies and their affiliates amounted 
in 1932 to $6,740,934 before appropriations to 
general reserves. This income was equal to 
$1.21 a share on the capital stock outstand- 
ing, against $1.42 a share earned in 1931 on 
the shares then outstanding. The surplus ac- 
count of the corporation decreased $9,105,- 
578 in the year from $33,072,501 at the end 
of 1931 to $23,966,922 as of December 31st, 
last, the decline being due principally to ap- 
propriations to reserves of $12,083,212 by the 
constituent banks and affiliates. 

The report that during the year 
$13,573,542 was expended in additions to 
eapital of constituent banks and in the ac- 
quisition of three more banks. United States 
Government and state and municipal securi- 
ties held by the banks in the group increased 
more than $10,000,000 in the year covered by 
the report and now amount to 52 per cent of 
their investment portfolio. Deposits of the 
constituent banks and trust companies at 
the end of the year amounted to $360,236,554, 
against $390,474,585 a year before, excluding 
in both cases cash on deposit by the Marine 
Midland Corporation itself. Loans and dis- 
eounts of the banks declined $42,921,397 in 
the year, reflecting the contraction of busi- 
ness activity. 

President Rand in his annual statement 
commented upon the growing sentiment in 
favor of legislation to extend branch bank- 
ing facilities, notably as shown by the pend- 
ing Glass bill in Congress, the recommenda- 
tions made by the New York Banking Super- 
intendent and from official circles in Wash- 
ington. Mr. Rand stated further: “The struc- 
ture which Marine Midland Corporation set 
up three years ago and the experience gained 
during that period in the operation of the 
group places it in a position to take prompt 
advantage of branch banking legislation if it 
is enacted.” 


severe 
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Southward via MUNSON 


to Lands of 
Summer Sunshine 


ASSAU 


BRITAIN’S ISLE OF JUNE 


New Colonial Now Open... European Plan 

Single Rooms with bath from $6.00 per day 

Double Rooms with bath from $10.00 per day 
Enjoy the glorious summer sunshine and perfect 
climate of this sub-tropical Island where the 
average winter temperature is 70 degrees and 
there is practically no rain throughout the 
Winter season. Every summer sport, including 
swimming from wonderful Paradise Beach. Live 
luxuriously at the magnificent fire-proof New 
Colonial Hotel, which offers the finest cuisine 
and service and superb accommodations. 
New Radio Telephone Service permits keeping in 
close touch with business or home. 
WEEKLY SAILINGS on Friday for Nassau 
and for the Nassau, Miami, Havana cruise 
with S. S. Pan America, 21,000-ton South 
American Liner and S. S. Munargo alter- 
nating. 


NASSAU;:>MIAMI: 
HAVANA : CRUISES 


$115. —— 123, days 


Weekly sailings as shown above. 
See three of the world’s most fascinating ports. 
Spend 3 days in Nassau, where you enjoy swim- 
ming from delightful Paradise Beach, 2 days in 
Miami, 214 days in beautiful Havana. The 
steamer is your hotel. Sightseeing trips at each 
port. OR you can take the steamer round- 
trip to Nassau only and stay 7 days at the 
New Colonial, including room with bath 
$125 European Plan. 

SOUTH AMERICA. Fortnightly sailings on 
21,000 ton liners with calls at Rio de Janeiro, 
Santos, Montevideo, Buenos Airies, All rooms 
are large, airy and outside. 

BERMUDA, Regular sailings on fast 21,000 
ton liners, all exceptionally steady because of 
their special construction. All airy, outside 
rooms, round trip, $50. 

Special arrangements available for large parties 

or Conventions. 
All sailings from Pier 64° North River, New York. 
For further information see Local Tourist Agent 
or write 


MUNSON S. S. LINES 


67 Wall Street NEW YORK, N. Y. 
Bowling Green 9-3300 
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PROGRESS OF HOME LIFE INSURANCE 
COMPANY 

A comparison covering the period of the 
last ten years shows that the Home Life In- 
surance Company has enjoyed a satisfactory 
growth. Insurance in force has increased 
from $232,163,052 to $382,267,766 at the close 
of 1932. Total income increased from $9,841,- 
103 to $16,484,487. Dividends paid to policy- 
holders increased from $938,151 to $2,377,993. 
Assets have accumulated from $46,250,815 to 
$79,985,127. The contingent reserve has been 
increased from $200,000 to $1,200,000 and un- 
assigned surplus increased from $1,552,384 to 
$3,181,239. 


LARGEST DISTRIBUTOR OF UNIT-TYPE 
TRUSTS 


Distributors Group. Inc.. sponsors of the 
North American Trust Shares, is the largest 
distributor of unit-type trusts. Over 1,500,- 
000 shares of common stocks are held in trust 
for investors in the trusts sponsored by this 
nationwide organization, Supervision of the 


portfolios of these trusts is in the hands of 


Dean Langmuir. who 
tives of 
held. 

Mr. Langmuir has had an exceptional ex- 
perience in the investment field. He is vice- 
president in charge of research of the Dis- 
tributors Group. Inc., and director of Equity 
Corporation. Heisa graduate of Williams and 
besides conducting important accountant in- 
vestigations was formerly a partner with 
David Friday, in a firm of financial accoun- 
tants and engineers. He organized and di- 
rected the research department of Scudder, 
Stevens & Clark and subsequently became as- 
sociated with the investment service depart- 
ment of the Equitable Trust Company. 


contacts with execu- 
the corporations whose stocks are 


COMMERCIAL NATIONAL BANK & 
TRUST COMPANY 

Among the national banks of New York 
City the Commercial National Bank & Trust 
Company has maintained an exceptional rec- 
ord of progress during the past year and dur- 
ing its career. Earnings have been well 
sustained. Deposits show a gain during 19352 
from $58,323,000 to $66,987,000 with re- 
sources aggregating $89,292,000. Capital con- 
tinues at $7,000,000 with surplus and undi- 
vided profits amounting to $8,653,040. The 
Commercial National has also experienced 
gratifving success in the development of its 
trust department business. 

Richard S. Maynard of Maynard, Oakley 
& Lawrence, has been elected a trustee of the 
Brooklyn Savings Bank. 
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Colton Manor 


One of 
Atlantic 
City’s 
Finest 
Hotels 


FIREPROOF... Sea Water Barus 
MariNeE Sun Deck OVERLOOKING THE OcEAN 
Concert ORCHESTRA REsIDENT Puysic1aN 
Rates as low as $5.00 a day. 
American Plan... European Plan if desired 

A. C. ANDREWS, President 





OPPOSITION TO BILL DIVORCING BANK 
AFFILIATES 

The committee on state legislation of the 
New York State Bankers Association has 
taken a position in opposition to bills pending 
before the New York legislature seeking to 
compel banks and trust companies to divest 
themselves of investment affiliates in five 
years and limiting loans of capital funds to 
10 per cent of the amount which a bank may 
loan or invest in all affiliates. The committee 
reports: 

“The committee this bill on the 
ground that it is too restrictive in the amount 
of loans allowed and too broad in its defini- 
tion of affiliates. Furthermore, the commit- 
tee cannot agree to the provision forcing 
banks to dispose of securities affiliates within 
five years, We re-affirm the position taken in 
our report of last year wherein we stated 
that we approved a bill covering this matter 
if it were modified to permit banks to loan up 
to 10 per cent of their capital funds without 
security to each affiliate but not exceeding 
30 per cent to all affiliates, and up to 25 per 
cent of their capital funds to each affiliate 
on an adequately secured basis, but not ex- 
ceeding 35 per cent to all.” 


opposes 


FAMILY RECEIVES BULK OF 
TIFFANY ESTATE 

A preliminary estimate places the value of 
the estate of Louis Comfort Tiffany. who died 
on January 17th. at approximately $500,000. 
The largest portion of the estate goes to 
members of the family to be held in trust. 
Legacies are included for relatives and em- 

ployees. George F. Heydt is executor. 


The Metropolitan Life Insurance Company 
reports total income during the past year of 
$921,953,000 with payments to policyholders 
of $562.804,000. 
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URGE REIMBURSEMENT OF 

SUPERINTENDENT BRODERICK 
The New York State Bankers Association 
at its recent mid-winter meeting passed a 
resolution paying tribute to Joseph A. Brod- 
erick for his conduct of the office of Superin- 
tendent of Banks and calling upon the legis- 
lature to assume as obligations of the state 
all expenses incurred by Mr. Broderick in 
defending himself against unwarranted 
charges of malfeasance made by the public 
prosecutors and from which he was exoner- 
ated. Mr. Broderick was further vindicated 
by his recent reappointment as Superinten- 
dent of Banks and by expressions of confi- 

dence expressed by Governor Lehman. 


EARNINGS OF GENERAL MOTORS 
CORPORATION 

According to President Alfred P. Sloan, 
Jr., the net earnings of the General Motors 
Corporation for the past year, amounted to 
$164,479, including equities in the undivided 
profits or losses of subsidiary and affiliated 
companies not consolidated. This is after 
providing for depreciation of real estate, 
plants and equipment in the amount of $37,- 
173,647, there having been no change in the 
policy in regard to charges against opera- 
tions on account of depreciation. After pro- 
viding $9,206,387 for preferred dividends, 
and after payment of dividends on the com- 
mon stock of $53,993,330, there resulted a net 
charge to surplus for the year 1932 in the 
amount of $63,034,738. Cash, United States 


Government and other marketable securities 
at December 31, 1932 amounted to $172,780,- 
695, compared with $205,029,119 at December 
81, 1931. Net working capital at December 
31, 1932 amounted to $225,437,194, compared 
with $273,915,923 at December 31, 1931. 

January, 1933, sales of General Motors 
cars to consumers in the United States to- 
taled 50,658 as against 19,992 in December, 
and 47,942 in January a year ago. January 
sales of General Motors ears to dealers in 
the United States totaled 72,274 as against 
65,582 in January a year ago. 


CO-EXECUTOR AND CO-TRUSTEESHIPS 

The Fulton Trust Company of New York, 
which experienced an increase in trust de- 
partment assets of over 140 per cent in the 
last five years, featured questions concerning 
co-executor and co-trustee in a recent dis- 
play advertisement. A question frequently 
asked is what advantage is obtained by ap- 
pointing a trust company co-executor and co- 
trustee of an estate. The answer is that a 
trust institution provides permanency in 
earrying out instructions and other advan- 
tages derived from experience. 

The Chase National Bank of New York has 
been appointed transfer agent for Kelsey- 
Hayes Wheel Company’s Class A and B 
stocks and transfer agent for the preferred 
and common stocks of H. L, Green Chain 
Stores, Inc., and transfer agent for the capi- 
tal stock of Jones Estate Corporation. 
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Anglo-South American Trust Co $1,000,000 
Banca Commerciale Italiana Trust Co..,... 2,000,000 
Bank of The Manhattan Co.............. 20,000,000 
Bank of New York & Trust Co............ 6,000,000 
re rrr a 25,000,000 
Bronx County Trust Co 1,550,000 
Brooklyn Trust Co 8,200,000 
Central Hanover Bank and Trust Co....... 21,000,000 
Chemical Bank & Trust Co............... 21,000,000 
City Bank Farmers Trust Co 10,000,000 
Continental Bank & Trust Co 4,000,000 
Corn Exchange Bank & Trust Co 15,000,000 
Corporation Trust Co 500,000 
County Trust Co 

Empire Trust Co 
Fiduciary Trust Co 
Fulton Trust Co 
Guaranty Trust Co 
Irving Trust Co 

Kings County Trust Co 
Lawyers Trust Co 
Manufacturers Trust Co 
Marine Midland Trust Co 
New York Trust Co 

Title Guarantee & Trust 
United States Trust Co 


90,000,000 
50,000,000 
500,000 
3,000,000 
32,935,000 
10,000,000 
12,500,000 
10,000,000 
2,000,000 


CONDITION OF GREATER NEW YORK TRUST COMPANIES 


Surplus and 
Undivided 
Profits 
Dee. 31, 1932 
$732,400 
2,016,500 


Deposits 
Dec. 31, 1932 
$2,779,000 
11,044,800 


Bid 
140 


36,889,200 
9,219,800 
77,136,100 
520,700 
10,337,100 
69,031,200 
45,412,500 
11,795,500 
5,756,000 
22,550,000 
112,700 
2,706,600 
3,188,600 
1,000,000 
3,003,000 


352,960,200 
104,970,300 
623,744,000 
13,608,800 
113,491,300 
594,220,200 
322,930,700 
50,752,700 
34,177,800 
213,525,900 
57,500 
20,342,500 
58,898,300 
8,835,400 
16,244,100 


181,233,500 1,031,433,900 


62,412,100 
6,665, 100 
2,116,600 

20,297,500 
5,546,200 

22,019,400 

20,467,100 

27,050,700 


415,764,100 
29,474,400 
13,571,800 

393,036,400 
61,865,000 

260,511,500 
37,405,200 
68,592,600 


325, 
69 
13 


5 
1790 


1690 
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INCORPORATED 1864 


SAFE DEPOSIT AND TRUST CO. 


OF BALTIMORE 
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CAPITAL, $2,000,000 


SURPLUS AND PROFITS OVER $3,890,000 
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ELECTED A DIRECTOR OF THE 
AMERICAN INSURANCE COMPANY 

Horace K. Corbin, vice-president of the Fi- 
delity Union Trust Company of Newark, 
N. J., has been elected a director of the Amer- 
ican Insurance Company of Newark. Mr. 
Corbin has been prominent in financial circles 
in New Jersey for many years and came with 
the Fidelity Union Trust Company in 1929 as 
assistant to the president, the late Uzal H. 


Horace K, CORBIN 
Elected a director of American Insurance Co. of Newark 


McCarter. He was made vice-president in 
1931. He is a director of the Fidelity Union 
Trust Company and also a director of Joseph 
Dixon Crucible Company, Weston Electrical 
Instrument Company, Newark Chamber of 
Commerce, Wallace & Tiernan, Motor Fi- 
nance Corporation. 


ACCIDENTAL DEATH OF TESTATRIX 
AND SOLE LEGATEE 

An interesting testamentary situation was 
disclosed recently with the filing of the will 
of Mrs. Anna M. Galland, who, with her 
daughter, Bertha Galland, a retired actress, 
was killed in an automobile accident recently 
in White Plains, New York. The will showed 
that Miss Galland was named as sole legatee 
of her mother’s property and appointing the 
Chase National Bank of New York as execu- 
tor in the event that Miss Galland did not 
survive her mother. 

Because Mrs. Galland died from the results 
of the accident one hour later than her 
daughter, the estate goes, under the terms of 
the will to a friend of the family, John J. 
Donnelly, who was at one time theatrical 
manager for Miss Galland. Since Miss Gal- 
land had made no will of any kind her estate 
went to her mother under the laws of intes- 
tacy. The will of Mrs. Galland thus disposes 
of her daughter’s estate as well as her own. 


The Bank for International Settlements, 


located at Basle, Switzerland, announces 
that the board has unanimously elected Leon 
Fraser of the United States to succeed Gates 
W. McGarrah as president, when the latter 
retires in May. 
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ATLANTIC CITY 


ON THE BOARDWALK 


Bankers from all over the world seem to like 
The Ambassador, for they always come back 


Every comfort and serv- 
ice supremely attended to 
by a staff that knows how. 
Golf all winter. . . Saddle 


horses at our door... 


PROVIDENT MUTUAL LIFE HAS ACTIVE 
YEAR 

The annual statement of the Provident 
Mutual Life Insurance Company of Phila- 
delphia shows that assets at the close of last 
year aggregated $261,387,000 as compared 
with $256,408,000 at the close of 1931 and 
representing a gain of $4,979,000. Volume of 
business in force by the company at the end 
of the year was $998,334,000, a decline of 
only 3.1 per cent. 

An important point was emphasized by 
President M. A. Linton as regards demand 
by policy holders for loans on their policies. 
He said: “For the last quarter of the year 
the demand for loans was about 62 per cent 
of the rate experienced during the nine 
months of acute financial crisis through 
which the entire country passed from October 
of 1981 to June of 19382.” 


PUTTING POWER OF ADVERTISING 
BEHIND BUSINESS RECOVERY 
Executives of leading advertising agencies 
of the country in conjunction with the Chi- 
cago Journal of Commerce are putting out a 
striking series of newspaper display mess- 
addressed to business, financial and in- 
dustrial leaders. to foster a due appreciation 
of the power of advertising as a potent fac- 
tor in bringing about business recovery. One 
of the latest of this series of messages is 
written by Henry T. Ewald, president of the 
Campbell-Ewald Company of Detroit, and 
emphasizes not only the educational influ- 
ence of advertising but also conveys assur- 
ance of quality of product advertised. 


ages, 


Donald W. Laing, formerly assistant trust 
officer of the First Wisconsin Trust Company 
of Milwaukee, has become associated with 
the new business department of The North- 
ern Trust Company of Chicago. 


Sea water swimming pool. 


Attractive American plan 
rates, also European plan. 


Phone Atlantic Ci y, 5-4141 
WM. HAMILTON, Mar. 


Bank Commissioner Arthur Guy of Massa- 
chusetts has added to the list of bonds legal 
for investment by Massachusetts savings 
banks the $11,250,000 issue of Union Electric 
Light & Power Company of Missouri general 
mortgage gold bonds 4% per cent series of 
1957. 

The Liberty Bank of Chicago has qualified 
and received authority under the laws of 
Illinois to exercise trust powers. 

A recent survey shows that more than 40 
per cent of the stockholders of the largest 
American corporations are women. 
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Philadelphia 


Special Correspondence 


DEPRESSION AND TRUST 
ADMINISTRATION 


It can be officially established from the 
records that no class or type of financial in- 
stitutions in Pennsylvania has preserved such 
a high character of safety in the manage- 
ment of funds, investments or property as 
may be claimed for the trust companies of 
this commonwealth during the entire period 
of business depression. This is significant 
because the merits and advantages of cor- 
porate management of funds and estates has 
been more widely accepted in Pennsylvania, 
in proportion to population and per capita 
wealth than in any other state in the Union. 
At the present time the trust companies of 
Pennsylvania and national banks operating 
trust departments have custody of approxi- 
mately five and a quarter billions of dollars 
in individual trust funds, exclusive of about 
six billions of corporate trusts. The record 
of stability of trust management in this 
state is confirmed by the statement from 
First Deputy Secretary of the Pennsylvania 
State Department of Banking, which ap.- 
peared in the January issue of Trust Com- 
PANIES, to the effect that bank failures have 
not involved trust assets in any loss, aside 
from depreciation in market value of assets. 

Here in Philadelphia it is noteworthy that 
the number of state chartered institutions 
which employed the words “trust company” 
in their corporate titles has decreased within 
the past three years from 64 to 20, the aggre- 
gate volume of individual trust funds has 
steadily increased. While the large crop of 
bank failures has brought much distress it 
has had its advantage in eliminating pseudo 
“trust companies’ from the field and cen- 
tered trust service into the hands of the 
established and senior trust companies, some 
of which report gains in trust department 
assets during the past three years comparing 
favorably with the annual records of the 
pre-deflation period. ‘The ground has there- 
fore been cleared of parasitical encroach- 
ments and offers opportunity for more con- 
structive legislative restraint which shall in 
the future prevent exercise of trust busi- 
ness by institutions which have neither ex- 
perience nor qualification to assume fiduciary 
responsibility. Efforts toward greater pro- 
tection of trust powers and title are now 
under consideration by the state banking 
authorities. 
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The Real Estate 
Trust Co. 


of Philadelphia 


Solicits Deposits of Firms, 
Corporations and Individuals 


Interest Allowed 


Is fully equipped to handle all 
business pertaining to a Trust 
Company, in its Banking, Trust, 
Real Estate and Safe Deposit 
Departments. 


SamuE.t F. Houston, President 








The fact that Philadelphians are discrimi- 
nating in the selection of trust companies is 
evidenced by the fact that of the approxi- 
mately three and a half billions of trust 
funds reported by the twenty trust compa- 
nies of this city at the close of last year, all 
of this total except about fifty millions, is 
held by nine trust companies. Five of the 
larger trust companies report trust funds of 
3.243,000,000 while the four next largest 
report total of $180,000,000. Embraced in 


the first five trust institutions are ithe follow- 


ing: Fidelity-Philadelphia Trust Company 
with individual trust funds of $995,858,608 
at close of last year, an increase of 75 mil- 
lions during last year; Girard Trust Com- 
pany $938,135,810, increase of nearly 68 mil- 
lions; Pennsylvania Company for Insurances 
on Lives and Granting Annuities $843,186,- 
760, increase of over 4 millions; Provident 
Trust Company $291,087,560, increase of 
about 17 millions and Real Estate-Land Title 
& Trust Company $175,034,663, increase of 
nearly 2 millions. The next four ranking 
trust companies in the order of trust fund 
holdings are the Real Estate ‘Trust Company, 
Jermantown Trust Company, Integrity Trust 
Company and Northern Trust Company. 
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Freperick P. Conpit 
Executive Vice-President 


Curnton D. Burpick 
President 


New York Escrows 


If you have any documents pertaining to New York real 
estate to be placed in escrow pending completion of any 
agreement in New York City, we are equipped to act as 
escrow agent with efficiency and at moderate cost. 


For over forty-eight years, we have been closing real estate 
contracts for our clients and have acquired the necessary 
experience to solve the various difficulties that ofttimes 
arise in connection with real estate. 


Title Guarantee and Trust Company 


176 Broapway 
New York 


TRUST FUNDS ADMINISTERED BY 

NATIONAL BANKS OF PHILADELPHIA 

Of the twenty-two national banks in Phila- 
delphia there are seventeen exercising trust 
powers. At the close of last year these na- 
tional banks reported an aggregate of ap- 
proximately $100,000,000 individual trust 
funds, a gain of about $8,000,000 during the 
past year. The largest volume of trust funds 
is reported by the Tradesmens National Bank 
& Trust Company with total of $43,858,000, 
an increase of over two millions during 1932. 
The Corn Exchange National Bank & Trust 
Company, the first among the local nationals 
to avail itself of the privilege of exercising 
fiduciary powers under the provisions of the 
Federal Reserve Act, reports trust funds of 
$35,853,000, an increase of over two millions. 


STOCKHOLDERS OF CLOSED TRUST 
COMPANIES EXEMPT FROM DOUBLE 
LIABILITY 

Stockholders of closed trust companies in 
Pennsylvania are not liable to double liabil- 
ity on their holdings of stock according to a 
recent ruling by the Supreme Court of Penn- 
sylvania. The decision is based upon a test 
suit instituted by Dr. William D. Gordon, 
State Secretary of Banking, who contended 


175 REMSEN STREET 
BROOKLYN 


that the double liability which applies to na- 
tional banks and state banks, should also be 
applicable to trust companies on the ground 
that they conduct banking business and as- 
sume deposit liabilities. The Supreme Court 
decision, written by Justice William B. Linn, 
affirms a prior decision rendered in Phila- 
delphia by Common Pleas Court No. Two. 
Judge Linn, in his ruling stated: “The gen- 
eral rule is that a shareholder’s liability for 
corporate debts is limited to the amount he 
agreed to contribute to the capital stock.” 


William P. Gest, chairman of the board 
of the Fidelity-Philadelphia Trust Company 
has been reelected vice-president of the Phila- 
delphia Clearing House Association. 

The Pennsylvania Company for Insurances 
on Lives and Granting Annuities, of Phila- 
delphia, occupies the twenty-second position 
among the first one hundred largest banks 
in the United States on the basis of deposits. 
Deposits at close of last year were $204,000,- 
000, an increase of nearly fourteen millions 
during 1932. 

The Lafayette Trust Company of Easton, 
Pa., has increased its capital from $250,000 
to $500,000. 
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PENNSYLVANIA BANKERS DISCUSS 
TAXES AND BANKING PROBLEMS 

The recent annual meeting of Group Two 
of the Pennsylvania Bankers Association, 
held in Philadelphia, yielded some interesting 
discussion on problems of timely interest to 
bankers and trust officials. The meeting was 
presided over by G. Fred Berger, treasurer 
of the Norristown-Penn Trust Company. An 
address on “Tax on Shares of Banks and 
Trust Companies and Trust Department Tax- 
ation,’ was presented by M. Clyde Sheaffer, 
deputy secretary of revenue of the State of 
Pennsylvania. An instructive paper was that 
by Charles A. Oswald, president of the Os- 
wald Advertising Agency of Philadelphia 
who brought out records taken from probate 
court files demonstrating the efficiency of 
trust company service in handling estates 
and trusts as contrasted with individual man- 
agement. Relations between the trust com- 
panies and the bar were also discussed fol: 
lowing an address by LeRoy A. Mershon, 
secretary of the committee on cooperation 
with the bar of the Pennsylvania Bankers 
Association. 


CUT IN INTEREST ON DEPOSITS 

Members of the Philadelphia Clearing 
House Association recently put into effect a 
reduced schedule of maximum interest rates 
to be paid on various types of deposits. The 
schedule provides rates on deposits of other 
banks one-half of 1 per cent; on savings de- 
posits 1 per cent; on demand and time de- 
posits of less than thirty days one-half of 
1 per cent, and on time deposits over thirty 
days 1 per cent. 

M. A. Brewster and G. M. Friedhaber have 
been elected as additional members of the 
board of the Oil City Trust Company of Oil 
City, Pa. 


PENNSYLVANIA BREVITIES 

The Integrity ‘Trust Company of Philadel- 
phia has advanced from ninety-ninth to 
ninety-seventh place among the one hundred 
leading banks of the United States in point 
of deposits which amounted at the close of 
last year to $44,486,000. The Integrity has 
eapital of $2,987,920 with surplus and undi- 
vided profits of $9,000,329. 

The Philadelphia National Bank, which 
increased its deposits last year from $250,- 
368,000 to $287,304,000 is now the seventeenth 
among the largest banking institutions in the 
United States as regards deposits. 

John C. Junkle, Jr., and F. J. Wallis have 
been elected vice-presidents of the Citizens 
Trust Company of Harrisburg, Pa. 

J. W. Robbins of the Lehigh Valley Rail- 
road Company has been elected chairman 
of the Philadelphia Association of Stock 
Transfer Agents. 

Robert L. Clarkson, president of the Chase 
Securities Company of New York has been 
elected a member of the board of managers 
of the Lehigh Coal and Navigation Company. 

Otto J. Robinson has been elected a vice- 
president of the South Side Bank & Trust 
Company of Scranton, Pa., succeeding the 
late S. S. Spruks. 

Harry Schofield of the Girard Trust Com- 
pany of Philadelphia has been elected presi- 
dent of the Pennsylvania State Safe Deposit 
Association. 

George B. Balmer has been appointed trust 
solicitor for the Farmers National Bank & 
Trust Company of Reading, Pa. 

A. G. B. Steel, vice-president of the Trades- 
men’s National Bank & Trust Company of 
Philadelphia, has been elected president of 
the Moore Institute of Art, Science and In- 
dustry, succeeding the late John Frederick 
Lewis. 
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Surplus and 


Undivided Profits Deposits Par 


Capital 
Fidelity-Philadelphia Trust Co $6,700,000 
Frankford Trust Co 0 
Germantown Trust 
Girard Trust Co 
Industrial Trust Co 
Integrity Trust 
Kensington-Security Bank & Trust.... 
Liberty Title and Trust 
Ninth Bank and Trust 
North Philadelphia Trust 
Northern Trust 


Dec. 31, 1932 Dec. 31, 1932 Vane Lay Ask 
$16,419,888.13 $84,328, 087.61 100 375 390 


1,643,726.02 6,432,514.61 
3,111,253.19 14,266,788.37 


10,012,309.27 83,739,887.74 


2,618,456.78 9,532,975.69 
9,000,329.76 44,486,039.41 
2,183,346.87 8,207,796.95 
1,395,722.30 5,582,239.63 
2,323 ,465.07 15,808,524.19 
1,392,736.81 4,692,833.92 
3,320,328.02 9,197,870.60 


Penna. Co. for Insurances, etc 18,279,524.64 204,000,671.07 
Provident Trust 13,663,427.00 31,967,891.75 
Real Estate Land Title and Trust 13,719,803.33 31,245,914.82 
Real Estate Trust 3, ‘027, "800 2,228,515.72 7,394,418.28 


Figures furnished by Belzer and Company, members of Philadelphia Stock Exchange. 
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We Would Be \ 
Happy To Serve You 
At Any Time 


When you need a trust representa- 
tive in Alabama, we would deem 
it a pleasure to be of service. 


& SAVINGS COMPANY! 


MEMBER FEDERAL RESERVE system AH 


Pittsburgh 


Special Correspondence 


AMENDING PENNSYLVANIA BANKING 
AND TAX CODES 

Broader powers of supervision and exam- 
ination are conveyed to the state banking de- 
partment under the provisions of a new 
banking code introduced in the Pennsylvania 
legislature. It would extend supervision 
over private banking and make more strict 
the present laws of supervision over state 
banks, trust companies and building and loan 
associations. Authority of examination is 
also extended over corporations, associations 
and persons affiliated with banks and trust 
companies. The pending code provides that 
building and loan associations should share 
with banks and trust companies the cost of 
overhead expenses of the department of 
banking for which the legislature now ap- 
propriates $120,000 biennially. 

Other provisions relate to facilitating the 
payment of dividends to depositors of closed 
banks and of liquidation. Immediate pay- 
ments of dividends to depositors of closed 
banks would be permitted. The secretary of 
banking is also required to determine within 
a period of six months whether to continue 
or liquidate the business of a closed bank. 

Bills are pending in the legislature de- 
signed to revise the inheritance tax law so 
as to conform to administration under the 
department of revenue. Another bill pro- 
vides for deduction of any property upon 
which inheritance taxes have been paid with- 
in five years prior to the death of the dece- 
dent. A bill is pending in the House which 
prohibits the negotiation, transfer, sale, ete., 
of any instruments subject to tax unless the 
tax has been paid and applying to tax on 
intangibles. 
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The Allegheny County board for the as- 
sessment and revision of taxes, announces 
that money deposited in closed banks does 
not have to be reported in the returns of 
personal property now being made, thereby 
making large savings in personal property 
taxes for thousands of persons who have 


funds tied up in closed banks. 


EXPERIENCE WITH COMMINGLED TRUST 
FUNDS 
(Continued from page 188) 
who insists on mortg: There is little 
use in pursuing such cases very far. Also the 
man who restricts his trust investments to 
legals will ordinarily be hard to interest in 
a mingled fund unless it is itself confined to 
legals, like Equitable Fund B. This is quite 
understandable, though I have recently seen 
a comparison between the depreciation in a 
list of foreign bonds (which we do not pur- 
chase for our domestic accounts), ineluding 
two which are in default, and the loss in a 
list of legals of the type which have for many 
years past been held in trust funds, which is 
mighty uncomplimentary to the latter. Some 
persons do object that we may and do invest 
a part of the fund in preferred and common 
stocks, but others like the fund for this very 
reason, that the common stocks are in effect 
a “hedge” against the cash and long term 
bonds and so counteract fluctuations in the 
purchasing power of the dollar. 
Justified by Success 

Finally, are the clients satisfied with the 
mingled fund once their trusts have been in- 
vested in this medium? The two institutions 
whose funds are confined to common stocks 
have reported scattering cases of dissatisfac- 
tion, which are not at all surprising—many 
people who wanted nothing but such stocks 
three years ago have forgotten that fact and 
will now blame the management no matter 
how comparably good the results. But it is 
a matter of real pride to be able to say that 
neither the Equitable Trust Company of Wil- 
mington nor City Bank Farmers Trust Com- 
pany has had a single withdrawal because 
of dissatisfaction with the results achieved 
through the fund. Quite the contrary, there 
are many cases where we have standing in- 
structions to use surplus income or the pro- 
ceeds of maturities and sales to buy addi- 
tional units of Fund C. 

Se te ke 

At a recent reorganization of the Peoples 
Savings & Trust Company of Hazelton, Pa., 
George W. Wilmot was elected chairman of 
the board and was succeeded as president by 
Will A. Deisroth. 


— 
ses. 
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Boston 


Special Correspondence 


TRUST ADMINISTRATION IN 
MASSACHUSETTS 

In Massachusetts there are fifty-six trust 
companies reporting at close of last year 
total trust department assets of close to one 
billion dollars, or $961,904.292 to be exact. 
This represents an increase of $13.000,000 
during the past year. While the toll of bank 
failures in this commonwealth during the 
past year and in fact, during the entire 
period of this depression has been far below 
the average of other populous states, it 
worthy of emphasis that the state banking 
department registers no loss to trust accounts 
attributable to bank failures. In other words 
the record of trust administration in this 
state has been one that must inspire public 
confidence and reflect credit upon manage- 
ment. Assurances are also forthcoming from 
the offices of the Comptroller of the Cur- 
rency at Washington that the closing of a 
large national bank of this city during the 
past year and with assets taken over by 
another local bank, will not expose trust 
department liabilities to any loss other than 
arising from depreciation in market values 


is 


of assets. 

The annual statement published recently 
by the Commissioner of Banking shows that 
there are S2 reporting ‘trust companies in 
Massachusetts with banking resources of 
$385,971,731 which represents a reduction of 
sixty-six millions during the past year. The 
combined capital $39,646,000 against 
$43,330,000 a year ago; surplus, $33,831,800; 
undivided profits, $7,486,952 and 
other than reserve for taxes and interest, of 
$7,224,295. These trust companies serve a 
total of 222,670 deposits as compared with 
259,976 at of 1931. Savings depart- 
ment assets trust companies amount to 
$136,360,547 representing 297,725 deposit ac- 
counts. 

Of the aggregate of $961,000,000 trust as- 
sets the trust companies in Boston hold 
$789,000,000. Of the latter aggregate there 
are four trust companies which hold $645,- 
000,000. The largest volume of trust funds 
is held by the Old Colony Trust Company, 
amounting to $316,336,048, an increase of four- 
teen millions during the past year. Then fol- 
lows the Boston Safe Deposit & Trust Com- 
pany with trust funds of $246,780,752, with 
substantial increase of twenty-seven millions 
during 1932. The third trust company in 
size is the New England Trust Company with 
trust department of $126,151,000 


is as 


reserves 


close 
of 


assets as 
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$3,000,000 $3,500,000 


Cordial Cooperation 


in handling Boston 
and New England 
banking and fidu- 
ciary matters with 
promptness and ef- 
ficiency is to be 
found at 


The STATE STREET TRUST 
COMPANY 


ALLAN Forses, President 
BOSTON, MASS. 


Member Federal Reserve System 





compared with $125,286,000 at close of the 


year 1931. ‘The State Street Trust Company, 
Which has been scoring steady growth, re- 
ports trust assets of $55,094,918 as compared 
With $52,515,574 a year ago. 


TRUST DEPARTMENT STOCK FUND 

In April, 1929, the Old Colony Trust Com- 
pany created a so-called Trust Department 
Stock Fund the primary purpose of which 
was to hold common stocks for smaller trusts 
so that in the event any given trust should 
require a common stock investment, such 
investment would have the advantages of an 
ownership in a fully diversified list of equi- 
ties. The principle of operation was that a 
sum of, say, $5,000 invested in common stocks 
of twenty enterprises, over a period of years, 
would be a more conservative investment 
than one invested in, say, five enterprises. 

While the changes and experiences of the 
past three or four years since this stock 
fund was set up, provide no just measure of 
comparison or test of operation, the results of 
this fund have justified the policy of greater 
diversification. It should be further consid- 
ered that this co-mingled fund represents 
only that part of a trust fund which is allo- 
eated to common.-stock. 
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The 


Oldest Trust Company 


in Pittsbu rgh 


ESTABLISHED 


1S67 


PEOPLES-PITTSBURGH 
TRUST COMPANY 


PITTSBURGH, PA. 





BABSON DESCRIES THE SILVER LINING 

In predicting that business in 1933 will 
total at least 10 per cent greater than in 
1932, Roger W. Babson, gives his reasons as 
follows: “My reasons for that favorable fore- 
cast? Such conclusions are based squarely 
on the law of action and reaction. Instead 
of moaning about depression, let us measure 
it. Business started to slip in the summer 
of 1929; the decline has run about three and 
a half years. As to depth, the slump has 
dropped below normal to bottoms that shat- 
ter precedent. Hence, in sheer size, we al- 
ready have an expanse of depression that 
measures well over half the similar area of 
activity represented by the boom of 1926- 
1929. When the excesses .f a period of over- 
expansion have been thus counter-balanced 
by the excesses of a period of hard times, 
then you can confidently count on a major 
turning point. That is the meaning of the 
law of action and reaction applied to funda- 
mental conditions. That is the 
foundation of my faith that the tide has 
turned, and every day sees additional evi- 
dence accumulating in support of a favor- 
able attitude toward 1933.” 


business 
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HOME OF THE LATEST NEW BRANCH OF 
THE NATIONAL SHAWMUT BANK 

The fifteenth branch of the National Shaw- 
mut Bank of Boston will be housed in an 
attractive renovated building at 474 West 
Broadway, South Boston, which was formerly 
the site of the closed Federal National Bank. 
The building is 28 by 77 feet and three 
stories high. It is semi-modernistic in de- 
sign. The front is of cast stone and metal 
work, and the effect is quite striking. A large 
glassed in area here, allows for a flood of 
light in the main banking room. This main 
room is 25 by 55 feet. It will have bullet- 
proof glass, iron grilles and mahogany count- 
ers and will extend up through two stories, 
with a balcony at the rear over the vaults. 

This. branch, like that opened January 3d 
at Mattapan Square, will bring all of the 
regular services of the National Shawmut 
bank to South Boston; its location in the 
heart of the retail center of that district is 
considered most favorable. 


ATTRACTIVE HOME OF THE NEW FIFTEENTH 
BRANCH OF THE NATIONAL SHAWMUT BANK OF 
Boston 


The eighty-ninth annual statement of the 
New England Mutual Life Insurance Com- 
pany shows total assets of $277,877,373 and 
insurance in force of $1,279,660,000. 

H. R. Roberts has been elected president 
of the Northfield Trust Company of North- 


field, Vt., succeeding F. J. Davis, retired. 
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Under Supervision of Federal Gow 
AMERICAN SECURIT 
y eC AND TRUST COMPANY 


Fifteenth and Pennsylvania poll 
WASHINGTON, D. C. 


$6,800,000.00 
$38,500,000.00 


FOUR BRANCHES 
Interest paid on checking accounts 


Capital andSurplus - - 
Assets over ee 








PROCESS OF OPERATING AND 
FINANCIAL ADJUSTMENTS 

There is encouragement in the progress 
that has been made by industrial and busi- 
ness concerns in cutting their cloth to meet 
new conditions, according to the latest 
monthly New England Letter of the First 
National Bank of Boston, which says: 

“During the past year considerable prog- 
ress was made in adjusting policies and oper- 
ations to present conditions. Individual firms 
have made commendable headway in putting 
their houses in order and placing business 
on a sound basis. A most encouraging fea- 
ture in the industrial situation is the rela- 
tively strong cash position of most of our 
large corporations, which was made possible 
by the retirement of bonds and the issuance 
of equities during the boom period. Drastic 
retrenchments have been mace in operating 
expenses, and budgets have been brought 
down in line with reduced income. A sur- 
prising number of companies, especially small 
firms, are able to show profit at the present 
low level of activity. Any sustained improve- 
ment in business would be reflected in a 
marked increase in earning capacity. The 
reduction of about 25 per cent in the cost 
of living since the peak of 1929 has helped 
to cushion the strain of the 60 per cent de- 
cline in manufacturing payrolls.” 
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NOTABLE RECORD OF THE JOHN 
HANCOCK MUTUAL LIFE 

The assets of the John Hancock Mutual 
Life Insurance Company of Boston were in- 
creased to $639,455,691.51 during 1932, a gain 
of $18,177,558.42 over the preceding year, ac- 
cording to the report submitted recently by 
President Walton L. Crocker at the seventi- 
eth annual policyholders’ meeting. The com- 
pany paid out more than $105,000,000, ex- 
clusive of loans on policies, to policyholders 
and their beneficiaries, during the year. Its 
special contingency reserve for adjustments 
was increased to $13,500,000, and its general 
surplus fund was raised to $44,070,619.91, 
making a total emergency fund of $57,570,- 
619.91. New insurance paid for during the 
year exceeded $560,000,000. The present 
amount of insurance in force is $3,456,578, 
156, protecting the lives of over 4,250,000 pol- 
icyholders. 

The financial statement of the company 
showing total admitted assets of $639,455,691, 
includes bonds and stocks owned, based on 
Insurance Department standard of market 
valuation, amounting to $186,367,704; real 
estate mortgages held $281,621,221; loans on 
company’s policies $92,366,911; cash in banks 
and office, real estate interest and rents due 
and accrued of $64,066,830 with other assets 
of $15,033,022. Policy reserve amounts to 
$529,438,050: reserve for full year dividends 
to policyholders in 1933 $20,302,419; contin- 
gency reserve $13,500,000 and general safety 
fund of $44,070,619. 


The Supreme Judicial Court of Massachu- 
setts has approved a petition for reopening 
of the Haverhill Trust Company. 

Under the terms of a bill introduced in the 
Connecticut legislature no bank or trust com- 
pany can act in any judiciary capacity with- 
out the filing of a bond with capital stock 
and assets assigned as security. 

Mutual savings banks of the United States 
reported at close of last year total deposits 
of $9,970,947,424 with combined surplus ac- 
count of $1,142,113,019. 


CONDITION OF BOSTON TRUST COMPANIES 


Capital 


Banca Commerciale Italiana............. 
Boston Safe Deposit and Trust Co.. 

Day Trust Co 
Fiduciary Trust Co 
Harris Forbes Trust Co 
New England Trust Co 
Old Colony Trust Co 
State Street Trust Co 
Union Trust Co.. Fd sac fag 
United States Trust Co. 


$750,000 
2,000,000 
chee tatey easter 2,500,000 
500,000 
500,000 
1,000,000 


Undivided Profits 


Assets 
Trust Dept. 
Dec. 31, 1932 


$246,730,752.66 
5,162,644.74 
7,939,106.55 
8,505,060.97 
126,151,390.65 
316,336,048.78 


Surplus and 
Deposits 
Dec. 31, 1932 
$380,641.84 
3,850,501.19 
299,504.53 
551,374.68 
155,161.33 
2,869,980.69 
5,224,760.37 


25,366,694.69 
7,860,659.09 
605,620.17 
2,236,664.87 
26,056,577.49 
5,756,894.71 


3,700,965.67 
227,190.30 
1,435,552.62 


51,682,213.01 
2,598,978.06 
9,710,493.45 


55,094,918.64 
11,809,450.51 
11,163,580.55 
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Chicago 


Special Correspondence 


REDUCING COSTS OF BANK 
RECEIVERSHIPS 
The record of receiverships and of liqui- 
dating the assets of closed banks presents 
hardly an edifying picture in Illinois. The 
system which obtains in this state is predi- 
cated upon the old idea which affords rich 
picking for favored attorneys and the pro- 
fessional type of receivers. Analysis of cost 
of receiverships based upon reports rendered 
by the former State Auditor Nelson shows 
that the legal costs in many cases leave lit- 
tle or nothing for depositors after the receiv- 
er’s costs and attorney fees have been de- 
ducted. It is shown that attorneys retained 
by the bank receivers have piled up a collec- 
tive fee of more than $1,500,000 and that fre- 
quently excessive claims have been allowed 
by the courts whenever questioned by the 
State Auditor. According to current report 
the newly elected State Auditor Edward J. 
Jarrett is expected to make a wholesale 
sweep of the bank receivership field and cen- 
ter the work of liquidation in the hands of 
William L. O'Connell, former chairman of 
the old Staite Public Utilities Commission. 
Another complaint is that receivers for 
closed state institutions, despite the array of 
legal talent, have fallen down badly in en- 
forcing the 100 per cent stockholders’ liabil- 
ity. Of the $400,000,000 due from stockhold- 
ers of closed state banks in Cook County 
alone, only $600,000 has been collected. 
According to recent compilations the Re- 
eonstruction Finance Corporation made loans 
to sixty-five banks located in Chicago, dur- 
ing the period from February 2, 1952 to July 
20, 1932 and of these sixty-five banks only 
eighteen are still open. The forty-seven banks 
closed in this city since receiving R. F. C. 
loans, amounting to about $100,000,000, paid 
back about $28,000,000. On the basis of such 
statements it is alleged that Reconstruction 
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Finance Corporation loans have placed de- 
positors of closed banks in a much less fa- 
vorable position because the best assets of 
such institution have been transferred to 
Washington as security for R. F. C. loans. 


ILLINOIS BANKERS ADOPT CODE 
OF ETHICS 

On the theory that more banking failures 
and troubles are due to moral laxity of man- 
agement than to violattion of law the Illinois 
Bankers Association has adopted a code of 
ethics to foster a higher standard of conduct 
in management. The code defines bank ideals 
as governing executive officers, relations with 
stockholders, borrowers and depositors: re- 
lations with public, employees and sets forth 
wrong practices to be avoided. The code has 
been summarized in placard form and to be 
exhibited prominently in the offices of every 
member bank. Some of the points stressed 
in the code are as follows: 

“We aim to merit the confidence of this 
community, believing that the name ‘banker’ 
must be and remain a synonym of honor and 
fair dealing. This bank regards itself as a 
trustee for ithe funds of its stockholders and 
depositors and ‘these funds are invested in 
safe and sound Joans. Borrowers of known 
personal integrity are accommodated to their 
greatest necessary demands consistent with 
the safety of the bank funds. 


“This bank has a deep interest in the civic 


welfare of this community. Communications 
between the officers of this bank and those 
with whom they do business are regarded 
as strictly confidential. We aim to observe 
the golden rule in dealing with competitors 
and we endeavor to be courteous to all who 
enter the bank.” 

Governor Horner of Illinois has issued an 
appeal to all holders of mortgages on small 
homes and farms to exercise forebearance 
in enforcing foreclosure. 
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APPOINTED TAX COUNSEL OF CHICAGO 
TITLE & TRUST COMPANY 

Ervin R. Barney, for fifty-three years a 
member of the title department of the Chi- 
cago Title & Trust Company, and its constit- 
uent companies, has been appointed tax coun- 
sel of the company with special reference to 
real estate taxes. Mr. Barney has long been 
recognized as one of the leading authorities 
on the law of real estate taxes in Cook 
County. 

Mr. Barney is the oldest employee in point 
of services with the Chicago Title & Trust 
Company. He entered the employ of Had- 
dock, Coxe & Company, Abstractors, on May 
10, 1SSO. This abstract firm later became 
Haddock, Vallette and Rickeords. When all 
of the Chicago abstract firms were consoli- 
dated in the Security Title & Trust Company. 
Mr. Barney became a member of the staff of 
that company. This later was consolidated 
with other title companies into the present 
Chicago Title & Trust Company. J. J. Rob- 
inson continues as tax counsel with reference 
to income, inheritance and tax mat- 
ters. 


estate 


LIABILITY OF BANK PRESIDENT AS 
ADMINISTRATOR 

A recent county court decision in Illinois 
illustrates the obligations of a bank president 
who is also administrator of estates in his 
personal capacity and in the event of the 
Closing of his bank. A ruling was recently 
made by County Judge R. L. Stuart ordering 
David Caton, president bank in Wil- 
liamsfield which had closed its doors, to re- 
place funds of the Mary and John estates of 
which the banker was administrator. The 
court held that the banker should have placed 
the funds which he held as personal admin- 
istrator of two estates in a stronger 
institution than his own. 


of a 


these 


the recent Chicago Automo- 
20 per cent ahead of 


Attendance at 
bile Show registered 
last year. 
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ILLINOIS LAW DOES NOT RECOGNIZE 
BANK MORATORIUM 

Moratoriums by banks are not valid under 
Illinois law according to a statement made 
by the new Auditor of Public Accounts, Ed- 
ward J. Barrett, who says: “In regard to the 
prevalent idea of the legality of a mora- 
torium, we wish to state that there is no 
warrant in the law for the declaration of a 
moratorium by banks, groups or municipali- 
ties, and consequently moratoriums will not 
be recognized by this office. Banks suspend- 
ing business will be deemed to be in the 
control of the State Auditor for examination 
and such banks will not be permitted to re- 
open until an examination has been com- 
pleted and then, only on the authority and 
consent of the Auditor.” 


TREND TOWARD INCREASING LIQUIDITY 
IN BANK ASSETS : 

Chicago banks are well entrenched to meet 
any further possible contingencies or finan- 
cial storms. Evidence that public restiveness 
has practically disappeared is to be found 
in the continuous increase in savings depos- 
its during the latter half of the past year 
and registering a gain during the last quar- 
ter of $19.671.000 to total of $299,047,000. 
This is noteworthy because many savings de- 
positors have been obliged to draw on their 
savings to meet living necessities. Total de- 
posits of all state and national banks of Chi- 
cago increased $173,000,000 during the last 
three months of 1932 bringing aggregate to 
$1,782,513,000. 

Absence demand for bank loans and 
scarcity of suitable investments find reflec- 
tion in increased volume of cash and inac- 
tive funds. Cash resources show a large in- 
crease since last March from $421,930,000 to 
$742,441,000. 


of 


Frank Fletcher Garlock has been appointed 
assistant vice-president in charge of the Chi- 
cago office of Chase Harris Forbes Corpora- 
tion. 


CONDITION OF CHICAGO TRUST COMPANIES 


Surplus and 


Capita 


Boulevard Bridge Bank $500,000 
City National Bank and Trust Co.. 4,000,000 
Continental Illinois National Bank 

and Trust Co 75,000,000 
Drovers Trust 350,000 
First Union Trust & First National .25,000.000 
Harris Trust 6,000,000 
eG a ere 600,000 
North rn Trust 3,000,000 
West Side Trust 1,000,000 


Corrected by F. M. Zeiler & Co., 


Undivided Profits 
Dec. 31, 1932 


28,741,809 


35,492,294 


Book 
Value 
9) 9) |< 


“so 


125 


Deposits 
Dec. 31, 1932 
$9,599,966 
80,442,535 


Asked 
85 


127 


93 


Bid 
$623,452 75 


1,000,000 


673,123,603 
4,345,797 
616,799,205 
110,045,737 
7,185,586 
144,340,626 
5,903,501 


138 
298 
256 
230 
151 
374 
104 


694,534 


7,816,522 
308,030 
8,249,607 
38,765 


members Chieago Stock Exchange, 929 Rookery Bldg. 
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St. Louis 


Special Correspondence 


BANKING SITUATION IMPROVED 

The disturbance in outlying sections of 
St. Louis which resulted in the closing of a 
group of neighborhood banks and _ restric- 
tions on deposit withdrawals, has apparent- 
ly spent itself. At no time has this situation 
spread seriously to the larger banking insti- 
tutions, which have not only withstood the 
effects of prolonged depression but have exer- 
cised a helpful influence far beyond the lim- 
its of the city and state. Demand for credit 
in this district continues quiet. Loans and 
investments of reporting banks have shown 
some increase, chiefly attributable to invest- 
ments. Reserve balances in banks have 
shown further increase and there has been 
some increase in demand deposits. 

Since the first of February there has been 
evidence of slow progress in general business 
conditions. Merchants are making intensive 
advertising campaigns and several industries 
in this district are preparing to speed up 
with the arrival of Spring. Another favorable 
sign is that farmers are getting a better 


price for their products with crop prospects 
brightening as the season advances. 


RECORD IN MUNICIPAL BOND 
SYNDICATE PARTICIPATION 

According to figures recently compiled, the 
Mercantile-Commerce Company, investment 
affiliate of the Mercantile-Commerce Bank & 
Trust Company of St. Louis, ranks second 
among all investment banking houses in the 
United States in municipal bond syndicates 
participated in during the last quarter of 
1932. The total for Mercantile-Commerce 
was $60,372,000. 

The board of directors of the Mercantile- 
Commerce National Bank in St. Louis re- 
cently reelected officers as follows: George 
W. Wilson, chairman of the board; John G. 
Lonsdal2, president; G. N. Hitchcock, vice- 
president ; Guy R. Alexander, cashier; Adolph 
H. Hanser, assistant cashier and assistant 
trust officer; J. A. McCarthy, vice-president 
and trust officer; and Oscar G. Schalk, comp- 
troller. The Mercantile-Commerce National 
Bank is owned by the Mercantile-Commerce 
Bank & Trust Company of St. Louis. 

Among the executive changes at the recent 
annual election of the Mercantile-Commerce 
Bank & ‘Trust Company, was the election of 
E. L. Black as vice-president. Mr. Black 
started in 1907 as a junior clerk in the 
trust department of the Mercantile Trust 
Company and in due course of time became 
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“TRUST SERVICE 
EXCLUSIVELY” 


THE ST. LOUIS UNION TRUST 
COMPANY does not receive de- 
posits. Its entire organization and 
facilities are devoted to one specific 
object: EFFICIENT TRUST 
SERVICE. 


Because of its stability, its experi- 
enced staff of trained Trust Com- 
pany executives, and its capital and 
surplus of $10,000,000.00, the ST. 
LOUIS UNION TRUST COM- 


PANY offers an unexcelled service. 


St. Louis Union Trust Co. 


ST. LOUIS, MO. 
Oldest Trust Company in Missouri 











Affiliated with First National Bank 














assistant secretary of the bank, then assist- 
ant vice-president and vice-president. Mr. 
Black is a graduate of the School of Law of 
St. Louis University. 


The Chamber of Commerce of Joplin, Mo., 
recently adopted a resolution opposing the 
branch banking provision in banking bills 
now pending before Congress. 

The Industrial Savings Trust Company of 
St. Louis is celebrating its twentieth anni- 
versary. Arthur Blumeyer is president. 

The St. Louis Union Trust Company is 
featuring revision of wills in its current ad- 
vertising. 

The Commerce Trust Company of Kan- 
sas City, Mo., has progressed from fifty- 
fifth to forty-ninth place among the one hun- 
dred largest banks in the United States on 
the basis of deposits. The latest financial 
statement showed deposits of $85,643,000 and 
resources of $94,671,000. 

Harry E. Grafeman has been elected presi- 
dent of the West St. Louis Trust Company, 
succeeding Earle Meeks, who resigned. A. E. 
Geitz, Theo. Mueller and James B. Staley, 
Jr., were elected vice-presidents, and Cyril 
A. Harbig was named assistant secretary- 
treasurer. 
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STRONG POSITION OF MERCANTILE- 
COMMERCE BANK AND TRUST COMPANY 

The Mercantile-Commerce Bank & Trust 
Company of St. Louis has maintained a 
strong and resourceful position throughout 
the period of this depression. It has pre- 
served an exceptional degree of liquidity and 
has served not only its own customers with 
every deserving requirement but has aided 
correspondent banks and others. It has ren- 
dered the kind of service and protection 
which will be remembered during many years 
to come. 

During the past year and in contrast to 
general current of bank deposits the Mer- 
eantile-Commerce has maintained its volume 
of deposits amounting at the close of the 
year to $101,829,738. Liquidity is evidenced 
by cash and due from banks of $29,247,378; 
U. S. Government securities $25,253,880. 
Other bonds and securities were $26,045,000 ; 
demand loans, $18,532,000, and time loans, 
$11,009,000. Capital stands at $10,000,000, 
with surplus of $5,000,000 and undivided 
profits of $1,095,000. 


SAFETY OF TRUST FUNDS ASSURED 

Advice is forthcoming that the recent clos- 
ing or suspension of the Pioneer Trust Com- 
pany of Kansas City, Mo., will not involve 
trust funds administered by this company. 
The trust department was entirely segre- 
gated from the other business of the bank 
and a deposit of $200,000 has been main- 
tained with the state banking department at 
all times to insure the integrity of trust obli- 
gations. 

The Pioneer Trust Company has been in 
existence for thirty-one years and has had 
a fine record of administration. The Decem- 
ber 31, 1932 financial statement showed de- 
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posits of $2,500,000 with capital of $400,000. 
Efforts will be made to effect a reorganiza- 
tion and reopening of the institution, of 
which Walter H. Holmes is president. 


E. L. BLack 


Recently elected vice-president of the Mercantile 
Commerce Bank & Trust Company of 
St. Louis, Mo. 


The Mitsui Trust Company, Ltd., of Tokio 
and the largest trust company in Japan, re- 
ports funds held in trust valued at 408,334,- 
yen. The capital of the company is 
30,000,000 yen with legal reserve of 8,150,000 
yen. 


999 
am 





CONDITION OF ST. LOUIS TRUST COMPANIES 


Lafayette-South Side Bank & Trust Co............ 


Mercantile-Commerce Bank & Trust Co 


Miemesinm Valley Trust Co. «oo... .00' acssavdidoecos 


St. Louis Union Trust Co 
*Accepts no deposits. 


. -$2,150,000 


Surplus and 
Undivided Profits, 
Dec. 31, 1932 
$ 880,421.16 
6,095,783.90 
3,047,294.77 
7,050,000.00 


Capital Deposits, 

Dec. 31, 1932] 
$19.251,814.90 
101,834,616.91 


67,674,715.47 


10,000,000 
- 6,000,000 





CONDITION OF WASHINGTON, (D. C.) TRUST COMPANIES 


Capital 
American Security & Trust Co 
Munsey Trust Co 
National Savings & Trust Co 
Union Trust Co 


Figures furnished by The Washington Loan & Trust Co. 


Undivided Profits 
$3,400,000 


Surplus and 
Deposits 
Dec. 31, 1932 Par Price 
$31,780,002.64 100 299 
4,799,668.93 100 100 
16,151,390.05 100 375 
9,236,348.27 100 191 
16,301,046.32 100 400 


Minimum 
Dec. 31, 1932 
$3,806,255.61 
1,536,763.03 
2,788,889.37 
1,142,409.58 
2,531,755.10 
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Cleveland 


Special Correspondence 


BANKING LEGISLATION SCHEDULED 
IN OHIO 


banking department of Ohio, 
instructions from Governor 
series of proposed 


The state 
earrying out 
White, has submitted a 
legislative amendments designed to strengthen 
the entire banking structure and prevent re- 
eurrence of failures. The governor in his 
annual message showed that of the 140 banks 
in this state which were unable to withstand 
the pressure during the depression period 116 
are in liquidation, 17 have reopened and § 
have been sold. The important point stressed 
is that of the original $257,309,711 of deposits 
involved in Ohio bank failures $125,748,000 
have been liquidated or 4S per cent of the 
total. There are 590 state banks and trust 
companies which have safely weathered the 
storm with resources of $1,970,853,000. 

The proposed legislative program includes 
the following recommendations: creation of 
an advisory board of seven appointed by the 
with the state bank- 


governor to cooperate 


ing superintendent; six year term for the 


superintendent of banking; acceptance of 
Federal Reserve examination reports when- 
eyer desirable; doubling minimum ¢capital 
for new banks; prohibition of loans to cor- 
porations owning more than 50 per cent of 
the bank stock; restriction of loans to offi- 
cers and stockholders; prohibition of loans 
on unimproved real estate; more stringent 
regulations on real estate loans on improved 
property; limiting investments in securities 
other than those guaranteed by the Federal 
Government to 10 per cent of the bank's capi- 
tal: right of bank superintendent to order 
emergency consolidation without approval of 


stockholders. 


SATISFACTORY EARNINGS AND PROMO. 
TIONS AT CLEVELAND TRUST CO. 


At the recent annual meeting of the stock- 
holders of the Cleveland Trust Company, the 
president, Harris Creech, stated that there 
are more funds seeking good commercial bor- 
rowers than there are good borrowers seek- 
ing loans. “Banks have been continuing,” 
he said, “to furnish financial support to busi- 
nesses that have good records and have stood 
the test of the times.” President Creech also 
directed attention to an active year at the 
Cleveland Trust Company with satisfactory 
sarnings and increases in business. The last 
financial statement of the company showed 
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total assets of $276,356,000; deposits, $240,- 
917,000; capital, $13,800,000; surplus and un- 
divided profits, $9,625,006; reserve for taxes, 
interests, etc., $965,800. 

All directors and officers were reelected at 
the annual meeting. The following staff pro- 
motions were announced: W. S. Goff, assist- 
ant treasurer and manager of the company's 
Terminal Office, was promoted to be assistant 
vice-president. George F. Karch and N. V. 
Rippner were named assistant trust officers 
and the following acting branch managers 
were named managers of their respective 
offices: Frank G. Bett, West 25th and Frank- 
lin; KE. R. Longdyke, Madison-97th and Fred 
P. Jung, Lorain-Triskett. 


The Third National Bank & Trust Company 
of Springfield. Mass., reports trust depart- 
ment assets of over $17,000,000 in its Decem- 
ber 51, 19382 financial statement. The bank- 
ing resources are $32.674,000, including cash 
on hand, in deposit and due from banks. 
$6.527,000, and with United States Govern- 
ment securities amounting to $11,259,000: 
deposits total $28,192,000. 

The capital is $1,500,000; surplus $1,500.- 
000, and undivided profits $802,335. 


HARRIS CREECH 


President of the Cleveland Trust Company, who has been 
elected President of the Cleveland Clearing House 
Association 
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ELECTED DIRECTOR OF FIFTH THIRD 
UNION TRUST COMPANY 
Stockholders of the Fifth ‘Third Union 
Trust Company of Cincinnati, named Joseph 
S. Graydon a director. Mr. Graydon is a 
partner in the law firm of Maxwell & Ram- 
William A. Dail, manager of the Na- 
tional Lead Company operations here, was 
elected to the board of the Atlas National 
Bank, increasing the number to ten. The 
resignation of W. S. Iowe, former president 
of the First National Bank of Cincinnati, 

from the board was accepted. 


sey. 


EXECUTIVE CHANGES AT UNION 
TRUST COMPANY 

At the recent annual meeting of the Unicu 
Trust Company of Cleveland, George P. 
Steele, formerly vice-president, was elected 
an executive vice-president and C. B. Ander- 
son, formerly treasurer, was elected a vice- 
president. Mr. Steele was vice-president of 
the First National Bank of Cleveland when 
that institution was merged with the Union 
Trust Company in 1920. Other changes in- 
clude the election of R. B. Pettit as treas- 
urer and the advancement of R. L. Williams 
from assistant vice-president to vice-presi- 
dent. 

Announcement is made of the retirement 
of James Dunn, Jr., as a vice-president of the 
Union Trust Company in charge of tax mat- 
ters. Mr. Dunn, who is widely known in 
trust company circles, will open an office in 
the Union Trust Building as tax consultant. 


OHIO BREVITIES 

Arrangements have been completed for re 
opening of the Niles Trust Company of Niles, 
O., with capital of $75,000 and surplus of 
$22,500. 

A bill before the Ohio legislature would 
prohibit building and loan associations from 
receiving deposits as such. 

M. L. Freeman, C. G. Faine and Francis 
Woleott have been advanced to vice-presi- 
dents of the First-Central Trust Company of 
Akron, O. 

Thomas H. Fisher has been elected presi- 
dent of the First National Bank of East Liv- 
erpool, O., succeeding John J. Purinton, re- 
tired. The trust department is headed by 
James A. Reaney. 

Andrew C. Emerine has been elected presi- 
dent of the Croghan Bank & Trust Company 
of Fremont, O., succeeding the late John C. 
Bollinger. 

Ogden H. Baumes has been elected real 
estate officer of the Central Trust Company 
of Cincinnati. 
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TRUST COMPANY OFFICIAL APPOINTED 
RECEIVER FOR SAVINGS BANK 

A recent appointment which carries with 
it a judicial tribute was the designation of 
Macy FE. Watkins, vice-president and trust 
officer of the Macomb County Trust Com- 
pany of Mount Clemens, Mich., as receiver of 
the Citizens Savings Bank of that city. Mr. 
Watkins is widely and favorably known in 
banking and trust company circles through- 
out the middle west. His appointment by the 
Circuit Court, assented to by the state bank- 
ing department, is assurance that the assets 
of the closed bank, placed at $5,000,000 will 
be ably conserved or liquidated for the bene- 
fit of depositors. The Citizens Savings Bank 
was the second largest bank in Macomb 
County and some time ago absorbed the old 
Ullrich Savings Bank which had a long 
record of successful banking. 


Macy E. WATKINS 


Executive Vice-president and Trust Officer, Macomb 
County Trust Company, Mt. Clemens, Michigan 


The trust department of the United Sav- 
ings Bank of Detroit has moved into more 


commodious quarters. Since its inception in 
1930 the trust department has acquired ap- 
proximately five million dollars’ worth of 
trust business on its books. Thomas T. Dunn 
is vice president and trust officer. 
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Los Angeles 


Special Correspondence 


AMENDMENT AFFECTING TRUST DEED 
PROCEDURE 


A series of amendments to the laws of the 
state governing trust deed procedure have 
been agreed upon following the well merited 
defeat, at the last general election, of the 
proposition through initiative measure which 
would in effect abolish the trust deed by 
requiring that a trust deed should be fore- 
closed in court and that there should be a 
year’s equity of redemption. It was gener- 
ally recognized that the procedure governing 
the use of trust deeds in real estate opera- 
tions is susceptible of improvement by con- 
structive amendments, which have the ap- 
proval of the bankers, real estate, title and 
building and loan interests. 


One of the proposed amendments relates 
to insufficiency of notice and the second to 
deficiency judgements. The third proposed 
amendment has to do with the practice of 
lenders who take advantage of the borrower 
to throw the entire principal and loan into 
default upon failure to meet on time an in- 
stallment payment or a payment of interest 
and sell out the borrower at once. Relative 


JOSEPH F. SARTORI 


Chairman and President of the Executive Committee of 

the Security-First National Bank of Los Angeles, who is 

celebrating his forty-fifth anniversary as a Los Angeles 
banker 


to a suit on a note, legislation is proposed in 
case the State Supreme Court does not, upon 
rehearing, reverse its recent decision that 
suit can be brought immediately upon the 
note secured by a trust deed without first 
having recourse to the property. Some legis- 
lation may be needed to provide for recourse 
first to the property, with, perhaps, permis- 
sion only to institute suit on the note in 
order to prevent the statute of limitations 
from running. 


JOSEPH F. SARTORI ENTERS ON 45TH 
YEAR AS LOS ANGELES BANKER 

Joseph F. Sartori, president of the Se- 
curity-First National Bank of Los Angeles 
and known as the dean of Southern Cali- 
fornia bankers, enters upon his forty-fifth 
year as a Los Angeles banker. He came to 
this city on February 11, 1889, barely twenty 
years after the first trancontinental train 
joined California to the East. Los Angeles 
was then a city of only 50,000 residents in 
contrast to the latest census figure of 1,250,- 
000. In that year Mr. Sartori and a small 
group of associates opened the Security Sav- 
ings Bank & Trust Company which was one 
of a number of institutions merging in 1929 
to form the present Security-First National. 
During his career as a banker Mr. Sartori 
was influential in framing the California 
Bank Act which is regarded as a model of 
its kind in legislative circles. He has also 
held many positions of responsibility and 
has been foremost in civic and community 
welfare work. 

The Security-First National has 127 
branches of which 71 are in the city of Los 
Angeles. The last annual statement showed 
resources of over half a billion with capital 
and surplus of $45,000,000. Earnings per- 
mitted of regular dividends and substantial 
additions to undivided profits and reserve 
for contingencies was increased by $8,500,000. 
Savings deposits received more than $4,300,- 
000 in interest during the latter half of 1932. 
The trust department of the bank, including 
branches reported 873 parcels of new trust 
business during 1932. 


Total deposits of Los Angeles banks and 
trust companies, affiliated with the Federal 
Reserve System, showed an increase during 
January, averaging over one per cent and an 
increase of 2.8 per cent as compared with 
the corresponding month last year. 

Banks and trust companies of Los Angeles 
have reduced interest on time deposits to 
3 per cent. 
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San Francisco 


Special Correspondence 


ARTHUR REYNOLDS BECOMES ASSO- 
CIATED WITH BANK OF AMERICA 

The interesting announcement is forthcom- 
ing that Arthur Reynolds, who last year re- 
tired as chairman of the board of the Conti- 
nental Illinois National Bank & Trust Com- 
pany of Chicago and a leading banking fig- 
ure in the Middle West for many years, has 
accepted an offer to become vice-chairman of 
the board and chief executive officer of the 
Bank of America National Trust & Savings 
Association, with headquarters in this city. 
In an interview given out by Mr. Reynolds in 
Chicago he is quoted as saying that he had 
decided to retire after thirty-seven years of 
active banking in Iowa and in Chicago, but 
that after an interim of retirement, had de- 
cided to resume active banking duties. He 
was further quoted as stating that he looks 
forward to his new association with the 
Bank of America as an unusual opportunity 
to assist in the greater development of San 
Francisco as a banking and money center. 

A. P. Giannini, chairman of the board of 
the Bank of America, who last year re- 


sumed control of the bank which he founded, 
will continue as the active directing head of 


ARTHUR M. REYNOLDS 


Who has been elected Vice-President and Chief Executive 
Officer of the Bank of America National Trust and 
Savings Association 
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the Bank of America. In response to some 
furtive rumors he states that nothing is fur- 
ther from his thoughts and that he will carry 
out pledge to stockholders to protect and pro- 
mote the best interests of the bank which is 
now the fourth largest bank in the United 
States with resources exceeding $932,000,000. 
Since Mr. Giannini’s return to the chairman- 
ship of the Bank of America, deposits in- 
ereased over $90,000,000 and 217,000 new ac- 
counts have been acquired. Expense ac- 
count of the bank has been reduced by over 
$473,000 per month and current profits dur- 
ing the last half of 1932 averaged $693,440 
a month. 


STABILITY OF BANKING IN CALIFORNIA 

Aside from controversial discussion as to 
the relative merits of unit banking and 
branch banking the records in California 
demonstrate that extensive branch banking 
operations have been a most potent factor 
in stabilizing banking conditions in this 
state throughout the period of the depres- 
sion. The closing of two affiliated banks in 
Sacramento recently only served to empha- 
size the immunity of this state from bank- 
ing failures. San Francisco has been free 
from failures and only a few small failures 
or suspensions have been experienced in the 
rest of the state. Sacramento never before 
had a banking failure in its corporate his- 
tory and there is belief that losses, if any, 
from the failure of the two banks in that 
city, will be held down to small figures. At 
no time did the unwarranted anxiety of the 
people of Sacramento spread to this city or 
beyond local confines. 

Evidence of the faith of the people in the 
banks of this state, especially those conduct- 
ing branch banks, is evidenced by the fine 
statements of financial condition and records 
of increase made at the close of last year. 
Savings accounts in national and state banks 
now aggregate $2,116,000,000, equal to per 
capita savings of $374, which is consider- 
ably above the average of other large states 
and for the entire country. 

A number of San Francisco banks and 
trust companies recently put into effect a 
reduction in interest paid on savings ac- 
counts to 3 per cent while several other in- 
stitutions maintain a rate of 31% per cent. 


The Commercial and Savings Bank of Wa- 
terford has been taken over by the Modesto 
Trust & Savings Bank of Modesto, Cal. 

The Bank of America has provided loan 
facilities to depositors in two closed San 
Bernardino banks against approved claims. 
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STATE CREDIT TO REFINANCE 
RECLAMATION AND IRRIGATION 

J. F. Sullivan, president of the California 
Bankers Association and vice-president of the 
Crocker First National Bank of San Fran- 
cisco, has been appointed member of a com- 
mittee, sponsored by the Irrigation Districts 
Association of California, which is present- 
ing a plan to the legislature in support of 
state credit to provide financial accommoda- 
tion for worthy irrigation and reclamation 
projects. ‘The committee is composed of 
bankers and agricultural leaders. 

The executive council of the California 
Bankers Association has appointed a com- 
mittee to advise members on current prob- 
lems relating to loaning functions. The com- 
mittee will assist in the establishment of 
effective loan and credit files. The commit- 
tee is composed of Chester A. Rude, vice- 
president of the Security-First National 
Bank of Los Angeles; J. C. Lipman, vice- 
president of the Union Bank & Trust Com- 
pany of Los Angeles, and George J. Kern, 
vice-president of the Crocker First Nationat 
Bank of San Francisco. 


SAN FRANCISCO BREVITIES 

The San Francisco Bank recently distrib- 
uted dividend checks amounting to $185,000, 
covering the latest regular dividend of $60 
per share on capital stock, the regular extra 
dividend of $75 per share and a special year- 
end extra of $50 a share. The bank has eapi- 
tal of $1,000,000 and a reserve fund of over 
$5,000,000. 

Caxton P. Rhodes, assistant vice-president 
of the Bank of America, recently addressed 
the members of the Associated Trust Com- 
panies of Central California on “Some Prob- 
lems Concerned with Segregation and Appor- 
tionment Between Principal and Income in 
Trust Administration.” 

The Citizens National Bank & Trust Com- 
pany of Los Angeles is now forty-fourth 
among the first one hundred largest banks 
and trust companies in the United States. 
Herbert D. Ivey, the president, started with 
the bank thirty years ago as messenger. At 
the recent annual meeting of the bank a 
three million dollar reserve fund was set up. 

Frank N. Nash, vice-president and general 
manager of the Southern California Tele- 
phone Company, has been elected a director 
of the Farmers and Merchants National 
Bank of Los Angeles, which occupies sixty- 
fifth place among the one hundred largest 
Sanks in the United States in point of de- 


py sits 


COMPANIES 


Louis H. ROSEBERRY 


Vice-president and Manager of Trust Department, Security 
First National Bank of Los Angeles, who has been elected 
a Director of that institution 


DEWITT VAN BUSKIRK 

DeWitt Van Buskirk, president of the Me- 
chanics Trust Company of Bayonne and mem- 
ber of one of the oldest New Jersey families, 
died recently at his home shortly after hav- 
ing fractured his skull in a fall from the 
ice alongside his home. Mr. Van Buskirk 
was seventy-four years old and had a career 
of exceptional usefulness and service. He 
made the Mechanics Trust Company one of 
the most successful institutions of the kind 
in New Jersey and was foremost in civic 
work. He was formerly chairman of the 
Port of New York Authority and president 
of the Bayonne Chamber of Commerce for 
ten years. The Van Buskirk family of which 
he was a descendent settled in Bayonne in 
1680. 


. Hawes, senior vice-president of 


Richard S 
the First National Bank at St. Louis, Mo., 
has been reelected president of the St. Louis 
Clearing House Association for the fifth con- 
secutive time. 

Milton J, Pritts has been elected president 
of the County Trust Company of Somerset, 
Pa., succeeding the late Captain Charles J. 
Harrison, 





